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PREFACE 

Why  have  European  consumers'  co-operatives  met  with  spec- 
tacular success  while  those  of  the  United  States  have  had  a  con- 
stant struggle  for  existence?  Does  the  American  co-operative 
movement  have  future  possibilities  as  a  substitute  for  capitalism, 
or  will  developments  in  that  direction  be  limited?  The  present 
volume  attempts  to  throw  some  light  on  the  foregoing  questions. 
The  writer  believes  that  a  detailed  description  of  a  half-century 
of  aggressive  experimentation  in  Illinois  will  indicate  many  of  the 
problems  which  have  confronted  the  American  co-operator.  The 
history  of  these  organizations,  located  in  a  leading  industrial,  com- 
mercial, and  agricultural  state,  may  reveal  in  some  measure  the 
future  of  American  co-operation. 

In  Part  I,  a  historical  summary  of  the  co-operative  movements 
of  Illinois  has  been  made.  This  section  traces  each  case  in  some 
detail  from  its  inception  up  to  the  present  time  (or  through  the 
period  of  its  operation) .  Spurious  co-operatives  are  given  attention 
in  Part  II.  In  Part  III  a  cross-section  of  the  Illinois  consumers' 
co-operative  movement  is  presented,  which  shows  the  facts  at  the 
time  the  societies  were  visited  in  the  summer  of  1923.  In  this  sec- 
tion stress  has  been  laid  on  the  problems  which  have  confronted 
the  consumers'  co-operatives,  as  well  as  upon  the  success  or  failure 
of  the  co-operatives  in  meeting  these  problems. 

Somewhat  in  contrast  to  the  rest  of  the  book  and  to  other 
writings  on  co-operation  are  the  case  studies  which  form  Appendix 
A.  In  these  studies  each  of  the  existing  Illinois  co-operatives  has 
been  considered  in  its  local  setting,  the  attempt  having  been  to 
give  the  situation  as  it  appears  to  an  observer.  Another  section 
to  which  attention  is  called  is  Appendix  C,  in  which  the  discussion 
centers  on  the  status  of  co-operative  education  in  America. 
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CHAPTER  I 

INTRODUCTION— THE  NATURE  OF  THE 
CO-OPERATIVE  MOVEMENT 

Any  voluntary  association  which  is  organized  jointly  to  satisfy 
individual  needs  constitutes  a  co-operative  society.  Such  associa- 
tions occupy  an  important,  if  not  a  conspicuous,  place  in  our 
present  social  organization.  The  most  widely  discussed  type  is  the 
consumers'  store,  though  many  other  voluntary  groupings  have 
been  organized — to  participate  in  athletics,  to  hold  entertain- 
ments and  band  concerts,  to  enter  into  social  life,  to  further  po- 
litical candidates,  to  espouse  or  to  hinder  projected  legislation,  to 
talk  over  children's  problems,  to  secure  educational  advantages, 
and  to  join  in  religious  worship.  Indeed,  the  foregoing  list  is  but 
illustrative  of  the  effect  of  our  complex  social  life  in  furthering  the 
association  of  those  individuals  who  feel  that  a  more  complete 
satisfaction  of  their  wants  may  be  realized  by  joint  action  rather 
than  by  individual  action. 

This  dissertation  is  mainly  concerned  with  economic  co- 
operation, commonly  known  as  consumers'  or  distributive  co- 
operation, and  treats  of  the  efforts  of  individuals  to  satisfy  jointly 
their  economic  needs — specifically  with  the  supplying  of  food- 
stuffs, clothing,  housing,  and  other  wants  that  enter  into  the 
everyday  life  of  all. 

In  1844,  a  group  of  twenty-eight  weavers  launched  an  incon- 
spicuous co-operative  store  in  the  manufacturing  town  of  Roch- 
dale, England.  Up  to  that  time,  recurrent  failures  had  caused 
people  to  have  little  faith  in  consumer-owned  enterprises.  This 
small  society,  however,  nursed  by  the  strong  reform  spirit  of  its 
members,  became  the  center  of  a  propagandist  enthusiasm,  world- 
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challenging  in  its  character.  Eighty  years  later  (1924)  the  world 
co-operative  movement  was  estimated  to  have  more  than  40,000,- 
000  members  and  was  employing  more  than  a  half  million  people.1 
In  Britain  alone,  membership  had  reached  4,500,000  and  annual 
purchases  had  mounted  to  more  than  £i65,ooo,ooo.2  Everywhere 
the  co-operative  movement  had  been  extending  its  operations.3 

In  the  United  States,  however,  economic  co-operation  has  not 
developed  as  rapidly  as  in  other  countries.  Pioneer  America 
lacked  the  European's  regard  for  small  economies,  the  immobility 
of  population,  the  spirit  of  class  consciousness.  Not,  indeed,  until 
the  wage  system  had  well  emerged  and  labor  organizations  had 
become  strong  did  efforts  toward  consumers'  co-operation  be- 
come significant.  Even  today  the  vigor  of  the  European  move- 
ments has  not  been  typical  of  American  organizations. 

The  greatest  influence  of  the  European  movement  grew  out 
of  the  principles  set  forth  by  the  Rochdale  pioneers.  These  prin- 
ciples proved  sound  guides  for  practical  administration  and  also 
possessed  an  international  idealism  which  gave  a  missionary  im- 
pulse to  co-operation.  The  following  are  the  cardinal  points  of 
Rochdale  co-operation:  (1)  the  democratic  organization  of  the 
consumers'  association — each  person  having  but  a  single  vote; 
(2)  the  limitation  of  individual  share  holdings  and  the  payment 
of  a  market  rate  of  interest  upon  shares;  (3)  the  sale  of  goods  at 
market  prices — accruing  surpluses  to  be  returned  to  members  in 
proportion  to  their  purchases  or  to  be  carried  as  reserve  ;4  (4)  the 
sale  of  all  goods  for  cash;  (5)  the  establishment  of  an  educational 
fund  to  place  before  people  the  advantages  of  co-operation.5 

1  H.  J.  May,  "International  Co-operation,"  People's  Year  Book  (1925),  p.  131. 

2  People's  Year  Book  (1925),  p.  18. 

3  The  latest  phenomenal  growth  has  been  in  Soviet  Russia.  See  The  Co-opera- 
tive Movement  in  Russia,  by  Elsie  T.  Blanc,  Macmillan,  1924. 

4  The  Belgian  system  of  co-operation  operates  without  the  purchase  dividend, 
surpluses  being  employed  for  common  purposes. 

5  The  original  Rochdale  pioneers  also  planned  ultimately  to  establish  a  self- 
governing  co-operative  colony. 
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Operating  under  these  principles,  the  movement  expanded  unself- 
conscious  of  its  continuing  growth.  While  the  attention  of  the 
industrialists  was  drawn  toward  the  never-ceasing  political  con- 
flicts and  labor  difficulties,  and  while  the  economists  centered  their 
attention  on  the  value  problems  of  a  profit-seeking  society,  the 
co-operatives  continued  their  steady  expansion,  almost  unnoted. 
Even  members  of  co-operative  societies  failed  to  observe  that  the 
consumers'  co-operation  offered  the  possibility  of  changing  the 
economic  system  from  one  in  which  the  producer  carried  the 
risks  of  industry  for  a  reward  (profit)  into  one  in  which  consumers 
collectively  carried  the  burden. 

Indeed,  it  is  significant  to  note  that  during  more  than  a  half- 
century  of  successful  co-operative  activity,  no  single  volume  of 
protest  against  the  movement  has  been  published.  Apparently 
the  only  ones  who  have  challenged  the  economic  justification  of 
the  co-operative  are  the  direct  competitors  and  their  supporters 
who  feel  that  the  co-operative  may  injure  the  private  businesses 
which  spend  money  in  the  community  and  give  labor  employ- 
ment.1 Many,  however,  have  questioned  whether  co-operation 
would  develop  as  rapidly  as  its  supporters  believe. 

The  convincing  nature  of  the  case  for  the  co-operative  lies  in 
the  underlying  motivation  of  the  proposed  new  social  order.  The 
consumers'  co-operative  would  substitute  for  the  current  profit 
incentive  the  motive  of  service  for  the  consumer-member.  In- 
stead of  relying  upon  individuals  freely  to  delegate  themselves 
(within  limits)  to  supply  certain  needs,  the  consumer  groups  pro- 
pose to  take  over  this  function.  Instead  of  depending  upon  com- 
petition to  level  off  individual  gains  to  a  " reasonable"  remunera- 
tion for  the  service  performed,  the  consumers'  co-operative  pur- 

1  The  writer  asked  a  representative  group  of  British  co-operators  and  their  op- 
ponents as  to  the  current  criticisms  of  the  co-operative  movement.  Aside  from  the 
foregoing,  little  adverse  criticism  was  cited.  A  search  of  American  and  British 
libraries  revealed  no  opposition  literature. 
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poses  to  place  both  capital  and  labor  on  a  contract  basis,1  selling 
each  article  to  the  consumer  at  its  money  cost  (usually  through  the 
intermediate  device  of  the  purchase  dividend).  One  test  of  the 
ability  of  the  co-operative  to  survive  is  whether  this  money  cost 
is  in  the  long  run  lower  under  a  co-operative  system  than  under 
a  gain-seeking  competitive  system. 

The  co-operative  movement  bases  its  claims  to  superiority 
upon  the  ability  of  well-developed  co-operatives:  (i)  to  minimize 
industrial  fluctuations  through  adjustment  of  output  to  current 
demand;  (2)  to  stabilize  employment  through  the  steadier  flow  of 
goods;  (3)  to  eliminate  vast  wastes  such  as  the  excessive  number 
of  competing  retail  stores,  competing  delivery  systems,  and  idle 
clerks ;  (4)  to  eliminate  many  competitive  expenses  now  necessary 
to  "secure  a  grip  on  the  consumer,"  such  as  excessive  advertising 
and  selling  on  consignment;  (5)  to  eliminate  many  of  the  motives 
for  fraud,  such  as  adulteration,  short-weighting,  mis-labeling,  and 
"purling"  of  articles  for  sale;  (6)  to  eliminate  the  pressure  of  sales- 
manship which  creates  vast  social  losses  by  directing  social  energy 
to  the  production  of  articles  for  which  little  need  is  felt,  once  the 
articles  are  taken  off  the  market;  (7)  to  eliminate  much  of  the 
attempt  to  "make  business"  through  stimulating  decorous  waste; 
(8)  to  eliminate  the  possibility  of  capitalistic  monopoly  since  the 
co-operative  offers  an  alternative  channel  of  distribution  in  which 
the  profit  motive  does  not  exist;  (9)  to  reduce  the  risks  involved  in 
an  undertaking  because  of  the  superior  ability  of  the  co-operative 
to  judge  demand;  (10)  to  insure  the  employment  of  labor  under 
"fair"  conditions  and  to  lessen  the  motive  toward  exploitation; 
(11)  to  substitute  a  practical  education  in  democratic  control  of 
industry  for  an  ignorant  distrust  of  the  private  dealer;  (12)  to 
bring  better  financial  habits  to  workers  by  encouraging  cash  pay- 

1  Apparently  co-operators  desire  to  pay  capital  a  remuneration  sufficient  to 
maintain  the  desired  supply.  The  wage  fixation  is  to  be  by  agreement;  co-operators 
differing  from  capitalists  in  this  regard  only  in  that  the  co-operatives  generally 
encourage  collective  bargaining. 
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ments  and  stimulating  individual  saving;  (13)  to  eliminate  the 
great  waste  of  time  involved  in  the  modern  habit  of  "shopping 
around";1  (14)  to  encourage  accuracy  in  accounting  and  openness 
in  business  dealings. 

Though  one  might  admit  the  truth  of  the  co-operative  position 
as  applied  to  a  well-directed  and  extensive  movement,  the  ques- 
tion would  still  remain  whether  people  are  today  in  a  position 
effectively  to  operate  co-operatives  on  an  extensive  basis.  Thus, 
it  is  claimed  that  co-operation  is  limited:  (1)  by  its  failure  to  at- 
tract competent  leaders;2  (2)  by  the  "trustification"  of  modern 
industry;  (3)  by  the  narrowing  of  retail  margins  with  the  severe 
competition  of  present-day  retailing;  (4)  by  the  lack  of  interest  of 
workers  in  democratic  control;  and  (5)  by  the  larger  possibilities 
of  alternative  methods  of  social  reform.  Indeed,  it  has  been  a 
common  assertion  that  conditions  in  America  are  not  ripe  for  a 
co-operative  development. 

The  present  study  of  the  co-operative  movement  in  the  state 
of  Illinois  is  an  attempt  to  observe,  at  first  hand,  the  detailed  facts 
of  a  number  of  aggressive  experiments  in  co-operative  operation. 
Visits  have  been  made  to  every  active  co-operative  society  in  the 
state  and  records  have  been  obtained  from  many  defunct  organ- 
izations. Minute  books  have  been  examined,  financial  records 
have  been  analyzed,  officers  and  managers  have  been  interviewed, 
and  meetings  and  conventions  have  been  attended.  Through  the 
courtesy  of  District  12  of  the  United  Mine  Workers  of  America, 
the  writer  has  been  given  access  to  the  financial  reports  of  most 
of  the  co-operative  organizations  operated  by  the  Illinois  miners. 
Finally,  in  order  to  observe  the  operation  of  the  co-operative 

1  Possibly  it  might  be  argued  that  to  many  housewives  such  shopping  tours  are 
real  pleasures  and  that  the  co-operative  would  be  from  this  angle  a  positive  detri- 
ment. 

2  Thus  Taussig  states:  "Co-operation  cannot  dispense  with  these  leaders;  it 
would  have  to  enlist  them.  No  spur  to  the  full  application  of  their  powers  has  been 
found  comparable  to  that  of  individual  ownership  and  individual  gain."  (Principles 
of  Economics,  3d  ed.,  II,  383.) 
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movement  in  better-developed  territory,  the  writer  has  visited 
Great  Britain,  France,  Switzerland,  and  Belgium  to  see  what  light 
the  movement  there  would  throw  upon  the  American  co-operative 
situation. 

In  Part  I,  the  writer  has  attempted  to  give  a  historical  sum- 
mary of  the  co-operative  movements  in  Illinois,  tracing  each  in 
detail  from  the  time  of  its  inception  up  to  the  present  time  (or 
through  the  period  of  its  operation) .  Part  II  treats  of  the  spurious 
co-operative  movements  which  have  been  organized  to  capitalize 
the  public  enthusiasm  for  co-operation.  Part  III  presents  a  cross- 
section  of  the  consumers'  co-operative  movement  in  Illinois,  an 
attempt  having  been  made  to  describe  accurately  the  status  of 
the  movement  during  the  summer  of  1923.  Consideration  has  also 
been  given  to  the  problems  which  have  confronted  the  co-opera- 
tives and  an  appraisal  has  been  made  of  the  success  of  the  move- 
ment in  meeting  these  problems. 

The  attention  of  the  reader  is  directed  to  Appendix  A  which 
contains  case  studies  of  each  of  the  existing  Illinois  co-operatives; 
a  description  of  the  economic  and  social  situation  in  which  each 
co-operative  was  launched;  the  problems  encountered  during  its 
history;  and  the  present  status  of  the  organization.  Though  the 
writer  has  attempted  to  weave  much  of  this  detailed  case  ma- 
terial into  the  body  of  the  dissertation,  he  feels  that  possibly  a 
better  idea  of  the  Illinois  co-operative  movement  may  be  gained 
from  the  detailed  consideration  of  each  local  organization  than 
from  the  general  discussion  of  all  Illinois  movements.  Co-opera- 
tion, at  least  in  its  earliest  stages,  is  likely  to  be  the  work  of 
individual  leaders.  The  work  of  these  leaders  may  best  be  under- 
stood in  its  proper  setting.  Appendix  B  is  a  tabulation  of  the 
financial  standing  of  the  Central  States  Co-operative  Wholesale 
Society  at  different  intervals;  Appendix  C  treats  of  co-operative 
education  in  America;  while  a  listing  of  the  co-operative  organiza- 
tions studied  and  a  specimen  data  sheet  are  included  in  Appen- 
dixes D  and  E. 


PART  I 

THE  HISTORY  OF  CONSUMERS'  CO-OPERATIVE 
MOVEMENTS  IN  ILLINOIS 


CHAPTER  II 

THE  DEVELOPMENT  OF  CO-OPERATION 
IN  ILLINOIS 

A  survey  of  Illinois  co-operative  development  shows  it  to  have 
been  to  date  a  protest  movement.  Sometimes  it  arose  through  the 
influence  of  depression;  often  it  was  attached  to  enthusiastic  re- 
forms of  a  political  character;  in  many  cases  it  started  in  a  period 
of  rising  prices  as  a  means  of  checking  living  costs ;  and  frequently 
it  met  with  support  from  trade  unions  as  an  auxiliary — a  weapon 
especially  in  time  of  strike.  Up  to  1890  the  record  was  almost 
purely  one  of  failure,  each  movement  burning  itself  out  after 
periods  which  scarcely  averaged  five  years.  During  this  time,  too, 
there  was  ineffective  guidance  and  untutored  leaders  failed  to  de- 
velop any  real  growth  of  federation.  European  co-operatives,  in- 
deed, seem  to  have  been  but  little  appreciated  as  successful 
models,  for  constant  experimentation  was  being  made  in  cost- 
plus  plans  which  had  long  since  been  discarded  abroad. 

Shortly  after  1900  several  movements  were  started  which 
were  based  on  the  Rochdale  model.  Until  1910,  however,  their 
influence  was  small.  But  between  19 10  and  191 5,  successive 
waves  of  enthusiasm  brought  effective  leadership  to  co-operation, 
allowing  the  expansion  to  continue  undimmed  during  the  war 
period  up  to  the  depression  in  late  1920.  During  the  war  expan- 
sion federation  was  eagerly  sought  by  co-operative  leaders.  Dis- 
dain for  the  slow  growth  possible  under  federated  effort,  however, 
caused  a  movement  toward  centralized  control  which  resulted  dis- 
astrously. 

A  summary  (Table  I),  shows  the  periods  of  co-operative  de- 
velopment in  the  several  Illinois  movements.  Table  I  indicates 
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in  a  general  way  the  steps  in  the  halting  progress  of  the  Illinois 
co-operative  movement.  A  brief  summary  of  the  development  of 
each  co-operative  is  given  below,  in  order  that  a  birds-eye  view  of 
the  whole  movement  may  be  obtained.  In  the  following  chapters 
each  of  the  recent  periods  will  be  examined  in  detail  so  as  to  show 
the  origin,  successes,  difficulties  encountered,  and  the  extent  of  the 
contribution  to  the  development  of  the  co-operative  idea.  From 
this  half-century  of  experience  a  number  of  inferences  may  be 
made  as  to  the  future  possibilities  of  the  co-operative  movement, 
the  discussion  of  which  will  be  found  in  a  later  chapter.1 

a)  The  Granger  period. — The  first  Illinois  co-operative  retail 
establishments  of  which  a  record  is  available  were  those  of  the 
Patrons  of  Husbandry  (the  Grangers).  This  farmers'  organiza- 
tion, founded  in  1866,  had  its  greatest  growth  from  1872  to  1876, 
during  which  period  its  membership  increased  to  two  and  one- 
half  millions  and  the  number  of  local  granges  to  thirty  thousand. 
Its  efforts  in  Illinois  were  for  a  time  effective,  for,  in  1888,  Amos 
G.  Warner  stated,  apparently  in  reference  to  the  Grange:  "There 
were  at  one  time  co-operative  stores  in  fully  half  the  counties. 
As  a  rule,  each  one  was  prosperous  for  a  time  but  failed  from  lack 
of  mercantile  ability  on  the  part  of  the  farmers  elected  as  boards 
of  directors  and  managing  salesmen."2 

The  enthusiasm  with  which  the  Grange  was  received  was 
tremendous.  Crops  had  been  selling  at  low  figures,  protest  against 
rail  rates  had  become  widespread,  local  credit  conditions  were 
bad — a  declining  price-level  rendering  it  difficult  to  liquidate  the 
heavy  indebtedness  which  burdened  most  western  farmers.  The 
Grange  substituted  a  measure  of  organization  for  the  prevalent 
pioneer  individualism.  "The  effect  of  the  Grange  was  almost 
electrical.  Each  local  body  with  its  frequent  meetings  at  the 

1  See  chap.  xvii. 

2  History  of  Co-operation  in  the  United  States,  "Studies  in  History  and  Political 
Science,"  Johns  Hopkins  University,  VI,  384. 
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neighborhood  schoolhouse  was  an  institute  of  husbandry  and 
domestic  economy."1  This  organization  attempted  to  inculcate 
thrift  and  intelligent  farming;  to  influence  legislation;  and  to  im- 
prove the  moral,  social,  and  intellectual  life  of  the  community. 
In  the  co-operative  field,  which  it  entered  extensively  in  an  un- 
organized way,  a  variety  of  plans  were  put  into  effect:  (1)  the 
contract  store,  where  members  received  a  reduction  through 
pooling  their  purchases,  buying  from  certain  local  dealers;  (2)  the 
"cost-plus"  co-operatives,  which  attempted  to  undercut  com- 
petitors; (3)  the  mail  order  agencies  through  which  combined 
orders  were  shipped  at  substantial  discounts.  Implement  fac- 
tories were  purchased  and  elevators  and  slaughter-houses  were 
operated.  In  1876,  a  plan  was  proposed  to  launch  a  national  co- 
operative society  which  would  control  six  wholesale  and  numerous 
retail  branches.2 

Depression,  however,  continued  and  the  nation-wide  plan  was 
abandoned.  Dissatisfaction  over  quality  caused  the  abolition,  in 
1877,  of  the  buying  agencies.  Enthusiasm  for  the  movement 
waned  and  the  cost-plus  enterprises  slowly  dwindled  in  number, 
as  did  also  the  contract  stores.  It  is  probably  that  the  Illinois 
Grange  stores  were  all  abandoned  by  1890.3  Apparently,  how- 
ever, the  state  buying  agency  was  re-established,  for,  in  1888, 
Joseph  Chambers  was  reported  as  conducting  "an  unambitious 
but  useful  business  agency  of  the  state  grange,"4  at  Chicago, 
placing  orders  for  members.  However,  Mr.  Chambers  stated  at 
that  time:  "The  farmers  are  too  rich  to  succeed  in  co-operation."5 

The  downfall  of  the  grange  movement  has  been  laid  to:6   (1) 

1  Ibid.,  p.  335. 

2  Wisconsin  State  Board  of  Public  Affairs,  Report  upon  Co-operation  and  Market- 
ing (1912),  Part  IV,  p.  23. 

3  A  writer  in  1891  (Herbert  Myrick:  How  to  Co-operate,  Orange  Judd)  does 
not  mention  any  Illinois  survivors. 

4  History  of  Co-operation  in  the  United  States,  VI,  384. 
s  Ibid.,  p.  390.  6  Ibid.,  p.  384. 
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lack  of  central  guiding  organization — the  tendency  being  to  "lay 
the  capstone  before  the  foundation";  (2)  the  consequent  lack  of 
knowledge  of  business  administration;  (3)  undercapitalization;  (4) 
the  spirit  of  isolated  independence  existing  among  the  members; 
(5)  an  exaggerated  notion  of  the  benefits  to  be  derived;  (6)  incom- 
petent farmer  managers;  (7)  factionalism;  (8)  active  opposition 
of  competitors.1  Doubtless,  too,  the  narrowing  of  retail  margins 
during  the  depression  of  the  time  was  a  significant  cause  of 
disaster  to  many  of  the  co-operatives. 

b)  The  Sovereigns  of  Industry  period. — Paralleling  the  Grange 
in  period  of  activity  was  the  Sovereigns  of  Industry.  The  west- 
ward expansion  of  this  New  England  co-operative  movement 
reached  Illinois  in  1875,  when  six  councils  (branches)  were  started 
with  a  membership  of  208.2  This  organization,  led  by  W.  H. 
Earle,  urged  four  types  of  co-operative  development:  (1)  the 
"Springfield  Plan";  (2)  the  Rochdale  store;  (3)  the  "dividing 
store";  and  (4)  the  contract  store. 

Under  the  "Springfield  Plan"  members  loaned  money  to  their 
councils  at  7  per  cent  interest,  to  be  invested  in  the  capital  stock 
of  a  "cost-plus"  store.  Sales  (for  cash  only)  were  to  be  made  solely 
to  members  of  the  organization.  This  plan  met  with  tremendous 
enthusiasm.  A  contemporary,  in  speaking  of  one  of  these  stores, 
said:  "Business  increased  so  fast  as  fairly  to  bewilder  the  direc- 
tors."3 The  Rochdale  plan  has  been  previously  described4  The 
"dividing  store"  was  the  unifying  of  the  orders  of  a  group  through 
an  agent  (usually  a  member).  Upon  receipt  of  the  goods,  he 
would  divide  them,  making  a  slight  additional  charge  to  cover 
expenses.  Under  the  contract  store  plan,  the  organization  would 

1  Distributive  or  Store  Co-operation,  Wisconsin  State  Board  of  Public  Affairs 
(1912),  p.  23. 

2  History  of  Co-operation  in  the  United  States,  "Studies  in  History  and  Political 
Science,"  Johns  Hopkins  University,  VI  (1888),  48. 

3  Ibid.,  p.  43.  4  See  chap.  i. 
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approach  certain  local  dealers  with  the  proposition  of  securing  dis- 
counts (often  as  high  as  10  per  cent)  by  guaranteeing  the  pur- 
chases of  members.  Under  this  method,  a  double  threat  was  op- 
erative. If  a  dealer  were  to  refuse,  one  of  his  competitors  might 
secure  a  large  share  of  the  purchasing  power  of  the  community  or, 
possibly,  the  farmers  might  put  in  a  competing  store  of  their  own. 

The  Sovereigns  of  Industry  movement  was  secret  in  character. 
It  had  its  own  ritual  and,  like  the  Knights  of  Labor,  allowed  all 
but  lawyers  and  politicians  in  its  fold.  Initiation  and  member- 
ship fees  were  charged.  Considerable  emphasis  was  placed  on 
social  and  education  activity.  Local  groups  were  given  freedom 
by  the  national  organization  to  select  that  co-operative  plan  which 
was  felt  to  be  most  suited  to  their  needs. 

The  early  trend  was  strongly  in  favor  of  the  "Springfield  Plan" 
of  cost-plus  stores.1  A  shift  in  sentiment,  however,  shortly  came 
about  as:  (1)  cut  throat  competition  ensued;  (2)  council  repre- 
sentation proved  ineffective;2  (3)  directors  and  managers  fre- 
quently showed  themselves  incompetent;  (4)  auditing  (which  was 
done  by  the  directors)  was  incompetently  handled — "No  auditor 
professed  to  understand  the  books";  (5)  employees  proved  them- 
selves untrustworthy;  (6)  overexpansion  occurred,  too  many  lines 
of  business  being  taken  on.  By  1876  a  movement  was  under  way 
to  put  the  enterprises  of  the  Sovereigns'  movement  on  the  Roch- 
dale basis.  This  change,  having  been  delayed  two  years,  came  too 
late,  for  many  of  the  "Springfield  Plan"  stores  had  failed.  The  few 
survivors  were  turned  over  to  the  individuals  who  had  furnished 
capital  to  the  councils  to  be  operated  on  the  Rochdale  plan. 

The  writer  is  uncertain  as  to  the  influence  of  this  movement  in 
Illinois.  The  six  Illinois  councils  active  in  1875  were  reduced  to 

1  The  history  of  the  Sovereigns  of  Industry  is  in  its  broad  aspect  parallel  to  that 
of  the  Central  States  Co-operative  Society,  operating  the  American  Rochdale  Plan. 
See  chap.  v. 

2  Voting  was  by  councils  rather  than  by  members,  thus  placing  much  control  in 
those  who  had  made  no  investment. 
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five  the  following  year,  membership  receding  to  seventy-eight.  In 
1877  a  revival  was  apparently  under  way,  for  mention  was  made 
of  "a  general  distributing  agency"  opened  at  Chicago  in  that  year. 
The  moral  enthusiasm  on  which  the  Sovereigns'  movement  was 
founded  had  apparently  died  down  despite  the  rallying  effort  of 
the  president,  who,  in  1878,  said: 

Have  we  the  spirit  of  organization,  the  resolution  to  meet  difficulties, 
the  courage  of  self-control,  through  which  great  movements  are  made? 
....  He  who  believes  is  strong;  he  who  doubts  is  weak — clear,  deep,  living 
convictions  rule  the  world.  The  only  faith  which  really  saves  is  that  which 
induces  us  to  save  others.1 

The  movement,  however,  rapidly  declined  in  strength  after  1879, 
when,  due  to  ill  health,  its  founder  and  first  president  retired.  The 
downfall  came,  it  is  reported,  through  hard  times,  overextended 
credit,  and  the  reducing  of  the  organization  (and  educational) 
staff. 

Thus  the  Grange  and  the  Sovereigns  of  Industry  movements 
expanded  and  declined  together.  Both  movements  had  spent  their 
strength  by  1880,  leaving  little  in  the  way  of  cumulative  experi- 
ence which  was  to  be  consciously  accepted  by  future  co-opera- 
tives. 

c)  Knights  of  Labor  period. — The  next  boom  period  of  co- 
operation was  from  1884  to  1888,  when  the  Knights  of  Labor  in- 
cluded the  establishment  of  co-operative  institutions  among  their 
broad  general  aims — "such  as  will  tend  to  supersede  the  wage 
system  by  the  introduction  of  a  co-operative  industrial  system."2 
Many  workshops,  mines,  and  factories  were  started  under  the 
slogan:  "Down  with  the  strike  fund  and  up  with  the  co-operative 
fund."  The  Chicago  Knights  of  Labor  attempted  to  raise  $6,000,- 
000  in  this  endeavor.  The  eager  enthusiasm  of  the  Knights  was 
said  to  surpass  even  that  of  the  Grangers. 

1  History  of  Co-operation  in  the  United  States,  p.  51. 

2  "Co-operative  Stores  in  the  United  States,"  Edward  Cummings,  Quarterly 
Journal  of  Economics,  XI  (1897),  268. 
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Although  conceiving  of  co-operation  as  producers'  control 
and  ownership  of  industry,  the  Knights,  quite  illogically,  started 
a  number  of  stores.1  One  of  them,  located  at  Streator,  Illinois, 
was  described  in  considerable  detail  by  an  early  writer.2  It  was 
there  that  J.  H.  Shaw,  state  president  of  the  Knights  of  Labor  Co- 
operative Board,  held  a  series  of  meetings,  discussing  "the  sub- 
jects of  organization,  education,  co-operation  ....  industrial 
partnership,  and  the  ballot."  As  a  result,  the  Streator  Co-opera- 
tive Supply  Store  was  started,  members  subscribing  for  $5,000  in 
$10  shares.  The  Rochdale  plan  of  operation  was  strictly  adhered 
to,  an  especially  conservative  allowance  of  20  per  cent  of  net 
earnings  being  carried  to  surplus.  Although  extremely  successful 
during  its  early  years,  this  society  had  vanished  by  1892. 

The  Rochdale  consumers'  movement,  however,  evidently  did 
not  gain  widespread  support.  Mention  was  made  of  objections  to 
the  "perpetual  reiteration"  of  the  tale  of  the  weavers  of  Roch- 
dale,3 a  contemporary  student  of  co-operation  stating  that  current 
opinion  among  the  Knights  held  that  margins  had  been  so  reduced 
in  retailing  as  to  provide  little  place  for  distributive  co-operation.4 

With  the  decay  of  the  Knights'  movement  came  the  decline  of 
the  stores  and  workshops — enterprises  which  also  were  suffering 
from  the  familiar  ailments  of  poor  management,  overexpansion, 
and  undercapitalization. 

Considerable  attention,  however,  continued  to  be  directed 
toward  co-operation.  A  book  came  out  in  1891  as  "a  manual  for 
co-operators."5  Its  purpose  was  to  establish  the  Rochdale  system 
and  to  create  sentiment  favorable  to  federation — suggesting  a  co- 

1  The  Labor  Movement,  ed.  Geo.  McNeill  (1887),  p.  515. 

2  Amos  G.  Warner,  in  The  History  of  Co-operation  in  the  United  States 
(1888). 

3  Ibid.,  p.  395. 

4  History  of  Co-operation  in  the  United  States,  p.  395. 

5  How  to  Co-operate,  H.  Myrick,  p.  252. 
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operative  congress  during  the  World's  Fair  at  Chicago  in  1893. " 
The  Farmers'  Alliance  had  also  established  state  agencies  which 
were  operating  on  the  same  plan  as  the  former  Grange  state  agen- 
cies.2 A  number  of  survivals  of  earlier  movements  remained  in 
New  England  and  Kansas,  but  Illinois  was  at  the  time  almost 
devoid  of  co-operatives. 

d)  The  Nelson  co-operative  development. — In  1893  a  new  de- 
velopment of  the  co-operative  system  was  brought  about  by  the 
efforts  of  N.  O.  Nelson,  a  manufacturer  of  plumbing  supplies  at 
St.  Louis,  Missouri.  Inspired  by  an  intimate  contact  with  the 
Christian  Socialists  of  England,  he  developed  an  elaborate  profit- 
sharing  plan  for  his  employees  and  broke  the  trail  for  vocational 
training  and  welfare  work.  Mr.  Nelson  established  a  factory  at 
Edwardsville,  Illinois,  where  he  not  only  carried  out  the  above- 
mentioned  plans  but  was  influential  in  starting  a  co-operative 
store — the  LeClaire  Co-operative  Society.  This  society  was  the 
first  in  America  to  affiliate  with  the  International  Co-operative 
Alliance,  Mr.  Nelson  taking  a  prominent  part  in  the  first  Inter- 
national Co-operative  Congress3  (London,  1895).  The  LeClaire 
store,  although  often  subsidized  by  the  factory,  continued  as  a  co- 
operative until  quite  recently.  It  was  indeed  a  conspicuous  leader 
in  American  co-operation  until  19 10. 

In  1902  Mr.  Nelson  made  a  premature  effort  at  federation, 
addressing  a  questionnaire  to  all  co-operatives  in  the  country, 
asking  among  other  things  if  they  desired  to  join  a  state  or  na- 
tional association.  Only  half  of  the  replies,  however,  were  in  the 
affirmative  and  nothing  developed.4 

1  Apparently  no  conference  was  held. 

2  How  to  Co-operate,  p.  34. 

3  Mr.  Nelson  appeared  more  concerned  with  profit-sharing  than  with  distribu- 
tive co-operation  {Proceedings,  First  International  Co-operative  Congress,  pp.  115, 
167). 

4  Report  of  Proceedings  of  Fifth  Congress  of  the  International  Co-operative  Alli- 
ance (1902),  p.  134. 
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The  conclusions  of  Mr.  Nelson,  drawn  from  wide  experience 
in  co-operative  organization  both  in  the  Middle  West  and  on  the 
Pacific  Coast,  were  summed  up  in  a  report  to  the  International 
Co-operative  Alliance.  There  Mr.  Nelson  deplored  "the  inclina- 
tion on  the  part  of  amateurs  to  devise  original  plans,"  urging  that 
the  Rochdale  model  was  one  of  "common  sense,  justice,  and 
honesty."1  Besides  the  familiar  explanations  of  co-operative  fail- 
ure in  the  United  States — lack  of  leadership,  absence  of  exact 
information,  failure  to  follow  the  Rochdale  system,  overextension 
of  credit — Mr.  Nelson  added:  (1)  Starting  before  enough  mission- 
ary work  had  been  done;  (2)  the  facility  of  obtaining  land  and 
homes;  (3)  closer  margins  in  retailing.  He  stated  that  the  move- 
ment was  starting  in  earnest;  that  the  American  workers  had  as 
much  co-operative  spirit  as  elsewhere;  that  all  classes  were  in- 
terested in  and  friendly  toward  co-operation.2 

During  the  nineties,  however,  the  movement  had  elsewhere 
continued  to  recede.  In  a  report  by  Professor  Bemis  in  18953  it 
was  noted  that 

There  is  very  little  distributive  co-operation  in  the  United  States. 
There  are  probably  ten  failures  to  one  success,  and  even  the  successful 

organizations,  with  few  exceptions,  are  not  growing  much The  lack 

of  the  co-operative  spirit,  the  stimulus  to  individualism,  the  migratory 
character  of  our  people,  and  the  failure  thus  far  to  appreciate  the  importance 
of  small  economies,  probably  account  for  the  weakness  of  distributive  co- 
operation in  America.4 

In  1897,  Professor  Cummings  concurred  in  this  belief.  He  said: 
"The  co-operative  store,  whether  urban  or  rural,  indigenous  or 
exotic,  has  rarely  survived  the  ephemeral  wave  of  enthusiasm  to 
which  it  has  generally  been  due Half  a  century  of  alternate 

1  Report  of  Proceedings  of  Fifth  Congress  of  the  International  Co-operative  Alli- 
ance (1902),  p.  134. 

2  Ibid.,  pp.  134-35. 

3  Report  of  the  First  International  Co-operative  Congress  (London,  1895),  p.  376. 
'Ibid.,  p.  377. 
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enthusiasm  and  failure  has  left  little  behind  it  in  the  way  of  cumu- 
lative experience."1 

Several  attempts  had  been  made  at  co-operative  federation. 
A  New  England  group,  in  1895,  formed  the  Co-operative  Union 
of  America  to  foster  Rochdale  co-operation.  In  connection  with 
the  populist  convention  at  St.  Louis  in  1896,  the  American  Co- 
operative Union,  a  distinctly  separate  organization,  had  been 
launched  at  the  instance  of  Kansas  co-operators.  However,  Pro- 
fessor Edward  Cummings,  a  year  later,  spoke  of  the  latter  organ- 
ization as  being  of  little  significance,  stating  that  the  political  en- 
thusiasm of  the  populists  had  proved  "more  asphyxiating  than  in- 
spiring."2 Indeed,  the  western  group  was  apparently  entirely  in- 
active from  the  first;3  and  the  eastern  federation,  although  active 
for  a  time,  did  not  extend  its  influence  to  the  Middle  West. 

e)  The  Right  Relationship  League  promotions. — The  next  at- 
tempt at  union  was  in  1900,  when  a  quasi-co-operative  wholesale 
federation  was  established  in  Chicago,  called  the  Co-operative 
Merchants  Company — an  outgrowth  of  the  Association  of  Mer- 
chants of  the  United  States  of  America,  organized  in  1896.4  Shares 
were  sold  at  $10  each,  the  minimum  subscription  of  a  store  being 
twenty  shares.  Four  hundred  and  fifty  retail  stores  (nearly  all 
privately  operated)  joined.  Eight  per  cent  was  to  be  paid  on 
capital  stock,  after  which  purchase  dividends  were  to  be  declared 
from  the  net  income. 

At  the  beginning  of  the  twentieth  century  the  same  group 
started  the  Right  Relationship  League,  the  purpose  of  which  was 
to  send  out  co-operative  literature  and  to  be  an  organizing  agent 

1  "Co-operative  Stores  in  the  United  States,"  Quarterly  Journal  of  Economics 
(April,  1897),  p.  266. 

2  "Co-operative  Stores  in  the  United  States,"  p.  273. 

3  Twelfth  Biennial  Report  of  the  Wisconsin  Bureau  of  Labor  and  Industrial  Sta- 
tistics, p.  31. 

4  Ibid.,  p.  33. 
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for  co-operative  stores.  Work  was  first  begun  in  the  Corn  Belt 
but  was  later  transferred  to  the  more  responsive  territory  of  the 
Northwest.  The  method  used  was  to  create  co-operative  senti- 
ment, especially  in  a  farming  community,  by  buying  out  a  private 
store  and  retaining  the  proprietor  as  manager.  Reserves  were  set 
aside  for  contingencies  and  an  educational  fund  was  provided. 
Eight  per  cent  was  ordinarily  paid  on  capital  stock,  an  individual's 
investment  being  limited  to  one  $100  share.  The  stores  thus 
organized  did  their  purchasing  through  the  Co-operative  Mer- 
chants Company.1 

On  June  16,  1904,  a  meeting  was  held  at  St.  Louis,  under  the 
auspices  of  the  Right  Relationship  League,2  for  the  purpose  of 
forming  an  incorporated  federation  of  all  American  co-operatives 
for  the  promotion  of  business  interests  and  educational  and  or- 
ganization work.  Annual  congresses  were  to  be  held  by  the  federa- 
tion, which  was  called  the  National  Co-operative  League.3  This 
League  was  to  take  over  the  educational  and  organization  work  of 
the  Right  Relationship  League,  standardizing  co-operatives  under 
a  plan  providing  for:  (1)  the  payment  of  8  per  cent  on  share  capi- 
tal; (2)  the  fixing  of  a  sum  for  educational  and  organization  work; 
(3)  the  selling  of  goods  at  market  prices;  (4)  the  paying  of  fixed 
salaries  to  store  employees  who  would  be  under  regular  bond  and 
would  be  expected  to  become  members;  (5)  the  ownership  by  the 
co-operatives  of  an  interest  in  the  Co-operative  Merchants  Com- 
pany; (6)  the  selling  of  only  pure  goods  and  the  giving  of  full 
weight.  The  aim  was  "to  harmonize  the  interests  of  the  producer, 
the  capitalist,  and  the  consumer  through  fairness  and  justice."4 

1  Twelfth  Biennial  Report  of  the  Wisconsin  Bureau  of  Labor  and  Industrial  Sta- 
tistics, p.  34. 

2  Possibly  Mr.  N.  O.  Nelson  was  also  active  in  this  undertaking. 

3  Up  to  June,  1905,  this  league  was  inactive.  No  records  are  available  of  its 
work. 

4  Twelfth  Biennial  Report  of  the  Wisconsin  Bureau  of  Labor  and  Industrial  Sta- 
tistics, p.  38. 
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Apparently,  however,  the  federation  was  not  effective,  for  the 
Right  Relationship  League  moved  to  Minneapolis  about  1908, 
building  up  a  powerful  independent  propaganda  organization, 
which  was  nationwide  in  scope  during  the  period  191 2-1 5.  How- 
ever, the  contact  of  the  organization  with  the  Illinois  district  had 
almost  ceased  by  1910.1 

/)  Isolated  developments  between  igoo  and  igio. — The  period 
1 900-1 905  was  marked  by  a  distinct  increase  in  co-operative 
sentiment.  In  the  mining  districts  of  southern  Illinois  efforts  were 
beginning  to  shape  themselves  as  the  United  Mine  Workers' 
organization  brought  increased  power  and  larger  earnings.  The 
Italian  miners  at  Herrin  (1901)  and  the  Scotch  at  Glen  Carbon 
(1904)  had  organized  co-operatives,  both  of  which  remain  today 
as  the  oldest  existing  co-operatives  in  Illinois.  Two  other  co- 
operatives, now  defunct,  were  also  started  about  1902  by  the 
miners  at  Pana  and  Marion.  In  northern  Illinois,  a  flourishing 
store  at  Elgin  was  formed  in  1902  and  sentiment  was  favoring  the 
establishment  of  Rochdale  co-operatives  in  Chicago.2  The  Elgin 
society,  however,  soon  met  with  failure  through  incompetent 
management,  poor  auditing,  and  lack  of  support  of  members.3  In 
Waukegan,  a  Finnish  group  had  started  a  co-operative  develop- 
ment in  1903 — a  movement  which  was  later  (191 1)  to  split,  fac- 

1  Some  Illinois  co-operative  leaders,  such  as  Peter  Moerth  of  Staunton,  were  in- 
fluenced by  the  work  in  the  Northwest,  receiving  helpful  advice  from  the  League. 
Mr.  Moerth,  however,  expresses  the  belief  that  the  league  was  operated  primarily 
for  the  profit  of  its  officials  and  not  for  the  promoting  of  co-operation.  (Interview 
with  Peter  Moerth,  East  St.  Louis,  Illinois,  April  29,  1924.) 

2  "There  are  some  indications  of  a  more  successful  issue  in  the  co-operative 
movement  here  in  America.  There  has  been  quite  a  revival  in  the  Pacific  Coast 
States.  In  Chicago  the  Socialists  are  starting  up  some  co-operative  concerns  which 
their  class  spirit  may  make  successful,  although  it  is  too  early  yet  to  judge."  The 
Need  of  Rochdale  Co-operation  in  and  about  Chicago,  by  Carl  D.  Thompson,  Master's 
Dissertation,  University  of  Chicago  (1902),  p.  29. 

3  "The  manager  was  a  watch-maker,  equipment  was  too  elaborate.  The  store 
was  over-stocked."  Interview  with  Carl  D.  Thompson,  January  24,  1924. 
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tionalism  arising.  Substantial  co-operatives  had  grown  up  in 
Champaign  and  Bloomington.  In  1905  ten  co-operative  stores 
were  operating  in  the  state,  the  largest  of  which  was  the  McLean 
County  Co-operative  Society  of  Bloomington.  An  incomplete 
summary  of  their  activity  follows  in  Table  II.1 

TABLE  II 


Name  of  Society 

Location 

Date 

Started 

Annual 

Ex- 
penses 

Capital 
Stock 

Mem- 
bers 

Sales 

Over- 
head 

No. 
of 
Em- 
ploy- 
ees 

1.  McLean  Co.  Co-op.. 

2.  Union  Co-op 

3.  Colored  Men's  Co- 

Bloomington 
Champaign 

Champaign 

Chicago 

Edwardsville 

Glen  Carbon 

Herrin 

Marion 

Pana 

Waukegan 

Nov.,  1904 
Jan.,  1905 

$10,000 
1,100 

325 
55o 

6 

3 

4.  Milwaukee        Ave. 

5.  LeClaire  Co-op.*. .  . 

6.  Workmen's  Co-op.. . 

June,  1882 
1904 
1901 

$1,440 

5.000 

904 

1,100 

no 

46 

75 

$20,000 
19,000 

12% 

3 
2 

10.  Finnish  Co-op.  Mer- 

1903 

*  The  LeClaire  society  paid  6  per  cent  interest  on  shares,  $h  per  cent  on  members'  purchases,  giv- 
ing half -dividends  to  non-members. 


In  summarizing  co-operative  developments  to  1905  the 
Bureau  of  Labor  and  Industrial  Statistics  of  Wisconsin2  drew  the 
conclusions  that  co-operation  had  arisen  from:  (1)  the  failure  of 
wages  to  meet  the  desired  standard  of  living,  and  (2)  the  attempts 
of  workers  to  fight  the  Consumers'  Alliance.  Failures  which  had 
occurred  were  accounted  for  by:   (1)  lack  of  proper  organization; 

(2)  the  "selfish  and  impetuous  character  of  the  American  people" ; 

(3)  the  limitation  of  the  American  movement  to  workers;3  and 

1  Wisconsin  Bureau  of  Labor  and  Industrial  Statistics,  Twelfth  Biennial  Report 
(1906),  pp.  54-55.  The  writer  has  added  some  societies  to  the  table  given  by  the 
Wisconsin  Bureau. 

2  Twelfth  Biennial  Report  of  the  Wisconsin  Bureau  of  Labor  and  Industrial  Sta- 
tistics (1906),  Part  I,  p.  42. 

3  Thus  eHminating  much  guidance  by  "middle  class"  accountants  and  managers. 
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(4)  the  placing  of  untrained  men  in  positions  of  power  and  im- 
portance. 

From  1905  to  19 10  the  Illinois  co-operative  movement  failed 
to  hold  its  own,  for  workers'  efforts  were  being  expended  in  the 
strengthening  of  unionism  and  in  the  socialist  political  move- 
ment.1 Farmers  had  come  into  a  period  of  relative  prosperity 
which  took  their  thoughts  from  co-operative  effort.  Reforms  were 
incessantly  being  demanded  but  political  action  was  the  method 
of  the  day.  Not  until  the  socialist  movement  was  convinced  of  its 
feasibility  did  the  most  recent  boom  period  of  co-operation  begin. 
The  present  period  of  Illinois  co-operation  is  dated  from  1910. 

1  Many  of  the  present  leaders  in  the  Illinois  labor  and  co-operative  movement 
were  identified  with  the  Socialists  during  the  period — John  H.  Walker,  Duncan 
McDonald,  Peter  Moerth,  and  G.  L.  Kennedy. 


CHAPTER  III 

THE  REBIRTH  OF  CO-OPERATION  IN 
ILLINOIS  (1910-15) 

In  1 910,  Illinois  co-operative  development  was  renewed  in 
earnest.  The  socialists  launched  in  that  year  the  short-lived  Con- 
sumers' Alliance  National,  intending  it  to  become  a  nation-wide 
organization.  In  southern  Illinois  the  miners  were  starting  new 
stores  and  increasing  their  interest  in  co-operation.  The  organ- 
ization and  educational  work  of  the  Right  Relationship  League  of 
Minneapolis1  was  creating  a  strong  co-operative  sentiment  which 
not  only  found  support  with  farmers  and  workers  but  enlisted  the 
attention  of  government  officials  and  economists  as  well.2  The 
Farmers'  Educational  and  Co-operative  Union  entered  the  co- 
operative field  in  191 2  with  a  well-organized  and  vigorous  co- 
operative plan.  Before  1914  there  were  signs  of  a  revival  in  the 
co-operative  movement  and  enthusiastic  leaders  were  enlisted 
who  were  later  to  urge  co-operation  as  the  way  out  of  the  dilemma 
created  by  rapidly  rising  war  prices. 

In  this  chapter  the  beginnings  of  each  of  these  developments 
are  briefly  outlined,  bringing  the  co-operative  situation  up  to 

1  This  organization,  the  moving  spirit  of  which  was  Mr.  E.  M.  Tousley,  was 
from  19 10  to  1915  the  leading  middle  western,  if  not  the  leading  national  co-opera- 
tive educational  agency.  An  excellent  monthly  magazine — Co-operation — was  pub- 
lished; over  one  hundred  and  sixty  stores  were  organized  (chiefly  in  the  Middle 
West) ;  and  an  auditing  department  was  conducted.  The  league  was  a  member  of  the 
International  Co-operative  Alliance,  meeting  with  the  full  approval  of  the  president 
of  that  organization  after  careful  investigation.  (Co-operation,  Vol.  IV,  No.  2,  p.  53.) 

3  The  Association  had  the  indorsement  of  the  Agricultural  Economics  Re- 
search Bureau  of  the  University  of  Minnesota  (Co-operation  [May,  191 2],  p.  86) 
and  of  officials  of  Minnesota  and  the  Dakotas. 

27 
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191 5,  when  most  of  the  movements  had  secured  a  firm  hold  in 
Illinois. 

a)  The  socialist  movement. — The  Socialist  Party  was  a  recruit- 
ing ground  for  the  leaders  of  the  present-day  co-operative  move- 
ment. During  the  first  decade  of  the  twentieth  century  this  organ- 
ization furnished  Duncan  McDonald,  John  H.  Walker,  Peter 
Moerth,  and  Joash  Critchley  from  the  miners — all  men  who  had 
firm  convictions  as  to  the  evils  of  the  present  industrial  system. 
In  northern  Illinois  the  socialist  organization  had  also  become 
strong,  Walter  Huggins,  James  H.  Brower,  John  C.  Sjodin,  and 
Dr.  G.  L.  Kennedy  taking  the  lead  in  co-operative  develop- 
ment. 

This  connection  between  the  two  movements  was  not  a  chance 
one,  for  the  Socialist  Party  furnished  training  and  called  for 
characteristics  which  were  to  prove  valuable  in  the  work  of  co- 
operation. In  the  first  place,  many  of  the  socialist  leaders  were 
inspired  with  the  missionary  attitude  of  a  reform  movement,  and 
were  insensible  to  the  commercial  spirit  of  capitalistic  society. 
Further,  the  socialist  clubs  were  composed  of  men  with  a  group 
solidarity  which  frequently  formed  a  basis  for  the  financial  sup- 
port of  co-operative  projects.  When  the  ardor  for  political  ascend- 
ancy waned  because  of  continual  defeats,  members  began  to  con- 
cern themselves  with  the  more  tangible  program  of  co-operation. 

Many  good  socialists,  new  to  co-operation,  turned  their  ener- 
gies to  the  devising  of  fantastic  schemes — plans  which  had  long 
before  been  proved  unworkable  and  which  lived  but  a  day.1 
Others  were  guided  by  the  work  of  the  Right  Relationship  League 
in  the  Northwest,  while  the  leaders  of  the  miners  took  their  in- 
spiration largely  from  a  knowledge  of  European  developments. 

The  first  nation-wide  plan  which  the  Socialists  launched  came 

1  Carl  D.  Thompson,  one  of  the  socialist  leaders  of  the  period,  states  that  plans 
for  stores  and  factories  were  being  continually  advanced  in  the  socialist  clubs.  The 
proponents,  however,  were  generally  of  a  type  that  would  not  inspire  confidence  in 
their  leadership.  Interview,  January  24,  1924. 
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in  June,  1910,  when  James  H.  Brower,1  a  leader  in  the  Illinois 
socialist  movement,  turned  his  full  energies  to  the  promotion  of 
the  co-operative  movement.  He  called  together  a  number  of 
friends  to  form  a  co-operative  organization.  The  idea  met  with 
such  support  that,  on  March  4,  1911,  the  Consumers- Alliance 
National  was  organized,  the  directors  being  James  H.  Brower 
(Joliet),  J.  C.  Sjodin  (Galesburg),  G.  W.  Canfield  (Lebanon),  G. 
P.  Bethel  (Chicago),  W.  V.  Hardy  (Tinley  Park),  A.  H.  Crofut 
(Chicago),  H.  Murry  (Joliet),  Peter  Moerth  (Staunton),  H.  L. 
Groeteka  (Glen  Carbon),  Paul  H.  Castle  (Davenport,  Iowa),  G. 
A.  Peterson  (Kewanee),  S.  G.  Smith  (Herrin),  E.  H.  Anderson 
(Joliet),  J.  G.  Compton  (Chicago),  and  F.  Mains  (Chicago). 

A  plan  was  worked  out  in  minute  detail  to  establish  a  nation- 
wide organization  which  would  direct  the  purchasing  power  of 
members  into  three  channels:  (1)  "Profit  sharing  contracts,"  (2) 
mail  order  shipments,  and  (3)  branch  co-operative  stores.  Com- 
munities were  to  be  organized  into  open  lodges.  Members  were  to 
pay  a  $3  initiation  fee  which  would  entitle  them  to  a  year's  mem- 
bership, a  year's  subscription  to  the  society's  magazine  {The 
Golden  Key),2  a  $10  book  of  "Profit  Sharing  Coupons"  (redeem- 
able in  merchandise  at  contract  stores),  and  a  $1  payment  on  a 
share  of  Alliance  stock  (par  $10).  The  society  planned  to  operate 
one  large  organization,  which  would  include  manufacturing, 
wholesaling,  retailing,  home-building,  banking,  and  insurance,  as 
well  as  bring  to  members  social  and  educational  benefits  through 
publications  and  local  community  organization.  Stores  were  to  be 
opened  wherever  members  provided  sufficient  funds — including 
a  20  per  cent  margin  of  investment  in  the  central  organization. 
Such  stores  would  operate  on  the  Rochdale  basis,  returning  pur- 

1  Walter  Huggins,  one  of  the  most  able  of  the  socialist  co-operators,  had  previ- 
ously launched  the  "Bulk  Buyers  Association"  on  a  small  scale  in  Chicago.  This 
enterprise  was  sold  to  the  new  organization. 

2  Never  issued. 
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chase  dividends  to  members  after  5  per  cent  was  paid  on  stock.1 
Control  was  to  be  in  the  hands  of  the  local  group,  except  the 
auditing  and  accounting  which  would  be  handled  from  the  central 
offices.  Appeals  were  made  to  the  pecuniary  interests  of  the  work- 
ers, and  it  was  declared  that  from  5  to  40  per  cent  could  be  saved 
on  purchases  and  that  "dollars  could  be  reaped  where  cents  had 
been  shown."2 

The  plan  expanded  rapidly  under  the  tireless  energy  of  Presi- 
dent B rower  and  others,  who  served  without  pay  and,  often  with- 
out sufficient  funds  to  meet  current  living  expenses,  traveled  from 
city  to  city  in  the  work  of  organization.  Mr.  B rower  also  con- 
tributed the  income  received  from  his  book,  The  Mills  of  Mam- 
mon. The  purpose  was  to  organize  on  a  large  scale  so  as  to  ahave 
the  economic  strength  to  command  the  right  prices  and  demand 

square  treatment Small  groups  or  individual  stores  cannot 

compete  with  large  buyers When  the  people  organize  a 

chain  of  stores  to  be  run  by  their  own  representatives,  they  will 
secure  all  the  advantages  of  the  larger  dealers."3  By  September, 
191 1,4  local  councils  having  a  total  of  508  members  had  been 
formed  at  Galesburg,  Canton,  Monmouth,  Kewanee,  Lebanon, 
Pawnee,  Herrin,  Staunton,  O'Fallon,  Quincy,  Davenport  (Iowa), 
Rock  Island,  and  Moline.  Agencies  were  taken  for  an  odd  assort- 
ment of  goods — window  fixtures,  magazines,  baking  powder, 
blankets,  bluing,  cleaning  compound,  and  mop  sticks — in  an  effort 
to  secure  funds.  Arrangements  were  also  made  to  have  mail  orders 
filled  for  members,  the  society  taking  a  discount.5 

1  Apparently  any  earnings  over  5  per  cent  on  stock  were  at  the  disposal  of  the 
local  group.  (Art.  XXIV,  Sec.  4,  by-laws.) 

2  Circular  of  Consumers1  Alliance-National  (191 1). 

3  Report  of  George  P.  Bethel  to  stockholders,  February  28,  191 1. 

4  Membership  of  councils  yet  unformed  was  103  people. 

s  The  Universal  Trading  and  Supply  Co.,  A.  B.  Conklin  and  Co.,  the  Bulk 
Buyers'  Association  (a  subsidiary),  and  an  Ohio  firm  were  used  in  this  connection. 
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On  October  7,  191 1,  President  B  rower  died,  and  with  his  death 
all  hope  for  the  widespread  success  of  the  movement  vanished. 
His  successor,  G.  P.  Bethel,  attempted  ineffectively  to  stimulate 
local  interest.  Sixteen  organizers  were  taken  on  who  were  to  re- 
ceive 75  cents  for  each  new  member  secured.  Stores  were  started 
at  Galesburg  and  Staunton,  both  inadequately  capitalized.1  The 
mail  order  service  was  not  satisfactory,  the  coupon  books  did  not 
meet  with  a  widespread  response,  and  at  the  annual  meeting  in 
February,  191 2,  only  31  new  members  were  reported.  The  society 
had  sold  stock  to  the  amount  of  $2,650  in  all  and  had  spent  $1,000 
in  organization  work — the  cash  balance  being  but  $11.23.  At  this 
meeting,  a  final  but  unsuccessful  effort  was  made  at  expansion, 
by  the  by-laws  being  amended  and  efforts  undertaken  to  secure 
the  affiliation  of  six  independent  co-operative  societies.2  A  pro- 
posed wholesale  to  be  operated  by  these  co-operative  stores  was 
indorsed  and  the  publication  of  a  co-operative  magazine  was  still 
talked  of. 

Something  of  the  spirit  of  this  movement  may  be  seen  from 
the  remarks  of  its  president.  He  asserted, 

Suspicion  is  the  greatest  obstacle  to  the  success  of  honest  efforts  of  co- 
operation. The  incredulity  of  some,  the  fears  of  others,  and  carping  criti- 
cism will  not  deter  the  loyal  co-operator  from  setting  his  face  like  a  flint 
toward  the  goal  and  will  not  hinder  his  co-operation  with  all  who  are  truly 
honest  in  the  same  endeavor.3 

After  191 2,  the  Alliance  became  of  little  importance  as  a  national 
plan  for  co-operation.  Only  $19  was  received  from  memberships 
in  that  year,  and  in  19 14  there  was  no  change  in  the  financial 
standing.  In  191 5,  the  only  remaining  evidences  of  the  national 

1  At  Galesburg  $424  had  been  invested,  while  the  investment  at  Staunton  was 

$728. 

2  Affiliation  with  the  Farmers'  Union  was  also  encouraged,  the  Consumers- 
Alliance  selling  the  farmers'  publication  in  exchange  for  advertising. 

3  Address  of  President  Bethel  to  the  Second  Annual  Convention,  February  10, 
1912. 
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movement  were  the  store  at  Galesburg,  stock  in  a  small  printing 
establishment,  and  71  cents  in  cash.1  The  year  1924  finds  the 
Galesburg  store  still  in  operation,  having  greatly  expanded  under 
the  management  of  J.  C.  Sjodin,  who  was  a  prominent  organizer 
in  the  early  days  of  the  Consumers'  Alliance.2 

With  the  coming  of  the  war,  the  socialist  ranks  were  split, 
and  although  some  revival  came  during  the  high  price  era,  the 
Socialists  have,  as  such,  ceased  to  be  prominent  figures  in  Illinois 
co-operation.  The  former  leaders,  however,  have  continued  to 
give  service  in  the  co-operative  and  other  reform  movements. 
The  significance  of  the  socialist  movement  was,  then,  not  in  its 
accomplishments,  but  in  the  education  that  it  left  as  a  heritage 
to  the  war-time  growth  of  co-operation. 

b)  The  Farmers1  movements. — Four  farmers'  organizations 
which  promoted  consumers'  co-operatives  had  their  beginnings 
in  the  period  19 10-15.  The  first  of  these  was  the  Universal  Trad- 
ing Society  of  Chicago,  a  mail  order  house,  started  by  a  number 
of  well-to-do  farmers  and  operated  under  the  leadership  of  E.  L. 
Dare.  This  organization  was  run  on  a  cost-plus  basis,  an  attempt 
being  made  to  compete  with  private  mail  order  houses  by  cut 
prices.  About  191 2,  the  support  of  District  12  of  the  United  Mine 
Workers  was  secured  with  an  investment  of  $10,000,  Duncan 
McDonald  (secretary  of  the  District  Miners)  becoming  its  treas- 
urer. But  competition  was  keen  and,  despite  the  continued  sup- 
port of  the  miners,  the  organization  failed  about  1916.3 

A  much  more  substantial  beginning  had  been  made  by  the 
Farmers'  Educational  and  Co-operative  Union,  which  entered 
southern  Illinois  in  July,  1907,  with  a  strong  co-operative  pro- 

1  The  Staunton  soon  after  a  brief  successful  period  of  operation  was  split  by 
dissension,  Peter  Moerth,  who  had  been  manager,  resigning.  Disorganization  fol- 
lowed, the  store  being  abandoned  before  191 5. 

2  For  detailed  discussion  of  the  Galesburg  store  see  Appendix  A. 

3  The  indorsement  of  the  Co-operative  Society  of  Illinois  was  sought  in  19 15. 
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gram.1  Four  years  of  very  slow  work  in  community  organization 
followed.  In  191 1,  however,  the  Farmers'  Union  enlisted  as 
organizer  (and  in  191 2  as  state  secretary)  J.  P.  Doyle,  a  man  of 
rare  ability,  who  took  up  the  work  in  an  unhesitating  way.  His 
efforts  stand  out  as  intelligent  and  well  directed. 

Numerous  obstacles  stood  in  the  way  of  successful  organiza- 
tion of  co-operative  activity.  Many  members  of  the  Farmers' 
Union  were  poor,  attempting  to  secure  a  living  from  the  inferior 
soils  of  southern  Illinois.  Lack  of  experience  in  joint  action  was 
also  a  limiting  factor.  Finally,  the  diversified  producing  inter- 
ests of  members  gave  no  solidarity  such  as  might  be  secured  in 
the  common  marketing  of  a  single  commodity. 

Starting  at  Cave-in-Rock  in  191 2,  the  development  of  stores 
proceeded  rapidly  until,  in  1920,  more  than  twenty-five  were  in 
operation.  The  educational  and  organizing  work  was  so  well  ad- 
ministered that  a  detailed  description  is  given  elsewhere.2  The 
limited  growth,  therefore,  of  the  Farmers'  Union  has  been  due 
rather  to  the  lack  of  intelligent  followers  than  to  ineffective 
leadership. 

Two  other  farmers'  co-operative  movements,  neither  of  a  sub- 
stantial character,  were  being  developed  in  191 5.  The  first  of 
these,  the  Gleaners'  Stores,3  centered  in  Kankakee,  where  a 
wholesale  house  was  operated.  With  great  enthusiasm  organizers 
went  into  farming  towns  of  northern  Illinois,  promising  10  per 
cent  dividends  on  capital  stock  and  the  maintenance  of  prices  10 
per  cent  below  the  current  market  level.  More  than  a  half-dozen 
stores  were  opened  and  trade  expanded  at  an  almost  unbelievable 
rate,  competing  stores  being  all  but  deserted.    Cutthroat  com- 

1  The  organization  was  concerned  as  much  with  producers'  co-operation  as  with 
consumers'  co-operation. 

2  See  chap.  x. 

3  The  Gleaners  had  also  formed,  independently,  a  secret  society  called  the 
Gleaners'  Fraternity. 
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petition  by  private  competitors,  however,  forced  the  abandon- 
ment of  the  low-price  plan  within  six  months,  dissension  arose, 
and  the  society  was  on  the  decline  in  the  early  years  of  the  war. 

A  further  development  of  the  co-operative  movement  among 
the  farmers  was  in  western  Illinois  in  the  fall  of  19 14.  The  Con- 
sumers' Wholesale  Supply  Company  of  Keokuk,  Iowa,  entered 
the  farming  districts  of  Illinois  and  Iowa,  offering  stock  at  $30  a 
share.  Considerable  success  attended  the  effort,  four  stores  being 
opened  in  rapid  succession.  As  the  central  organization  com- 
pletely controlled  the  local  enterprises,  a  rising  suspicion  caused 
two  of  the  communities1  to  unite  in  opposition  to  the  central 
office.  The  outcome  was  that  the  two  groups  took  over  their 
stores  in  191 5-2  Other  investors  lost  all  of  their  subscriptions.3 

c)  The  miners'  movement. — The  miners  occupied  a  uniquely 
advantageous  position  among  the  group  of  co-operatives  develop- 
ing between  19 10  and  191 5.  It  was  the  one  movement  in  the  state 
(aside  from  the  Right  Relationship  League)  which  built  on  the 
basis  of  past  experience.  The  farmers  were  more  directly  con- 
cerned with  producers'  co-operation  than  with  consumers'  co- 
operation. Further,  their  movements  went  by  waves  of  enthu- 
siasm, leaders  often  being  unversed  in  Rochdale  co-operation. 
Even  among  the  socialists  the  desire  existed  to  experiment  in 
building  up  a  nation-wide  plan  without  the  slow  local  accumula- 
tions of  capital  demanded  under  Rochdale  co-operation.  In  con- 
trast to  this  situation,  the  miners  had  among  their  members  a 
large  foreign-born  group — men  who  had  in  their  earlier  days  been 
members  of  European  co-operative  societies  and  who  needed  but 
little  encouragement  to  become  ardent  workers  for  co-operation. 

Other  developments  were  also  setting  the  stage  for  a  strong 

1  LaHarpe  and  Lomax,  Illinois. 

2  The  LaHarpe  Store  is  still  running,  but  as  a  profit-seeking  enterprise;  the 
Lomax  group  immediately  sold  out. 

3  It  is  entirely  possible  that  this  organization  was  a  spurious  co-operative.  High 
promotion  fees  were  certainly  paid  and  the  local  groups  at  Lomax  and  LaHarpe 
believe  that  systematic  draining  of  assets  by  officials  occurred. 
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co-operative  growth.  The  United  Mine  Workers  had  become 
powerful,  with  local,  district,  and  national  treasuries  which  were 
able  to  provide  a  real  financial  backing.  The  miners,  themselves, 
were  at  the  same  time  in  much  improved  financial  circum- 
stances. Mining  camps  had  grown  in  size  until  well-developed 
communities  had  appeared  with  homelike  dwellings  and  expand- 
ing businesses.  Furthermore,  the  miners  had  developed  a  group 
solidarity  through  their  struggles  with  employers  that  served  to 
aid  co-operative  development.1  Not  only  this,  but  the  miners  were 
largely  unmixed  with  men  of  other  occupations — this  condition 
simplifying  the  problem  of  co-operative  organization. 

Some  survivors  of  earlier  movements  were  still  operating 
when  local  efforts  were  again  put  under  way.3  At  Herrin  in  191 2, 
members  of  the  miners'  union  started  a  co-operative,  and  the  next 
year  brought  new  stores  at  Gillespie,  Harrisburg,  Sesser,  and  West 
Frankfort.  Of  these,  the  Gillespie  and  West  Frankfort  societies 
attracted  the  greatest  attention,  declaring  high  purchase  divi- 
dends and  being  untiring  propagandists. 

The  leaders  of  the  Illinois  labor  movement,  especially  of  the 
miners,  were  quick  to  seize  upon  co-operation  as  an  answer  to  the 
increasing  prices.  Among  these  John  H.  Walker  and  Duncan 
McDonald  were  especially  prominent  in  acting  as  sponsors  for  the 
new  development.  Mr.  Walker,  as  President  of  the  Illinois  State 
Federation  of  Labor  and  as  a  former  president  of  the  Illinois 
District  (District  12)  of  the  United  Mine  Workers,  had  secured 
the  confidence  of  Illinois  workers.  His  ardent  speeches  for  co- 
operation as  a  step  toward  the  emancipation  of  labor  met  with 
great  response  from  all  audiences.  Duncan  McDonald,  secretary 
of  District  12,  United  Mine  Workers,  was  scarcely  less  effective  in 
his  influence  toward  co-operative  growth.  In  the  next  chapter  will 
be  traced  the  federative  efforts  in  the  miners'  movement  which 
resulted  from  the  work  of  these  men. 

1  A  phase  of  the  struggle  was  the  union  opposition  to  company  stores. 

2  For  example,  the  co-operative  stores  at  Staunton  and  Glen  Carbon. 


CHAPTER  IV 

EFFORTS  TOWARD  FEDERATION  IN  THE  WORKERS' 
ROCHDALE  MOVEMENT 

A  rapid  increase  in  co-operative  interest  featured  the  Workers' 
Rochdale  movement  from  1913  to  1920.  In  1914,  the  miners'  co- 
operatives doubled  in  number,  reaching  fourteen  by  the  end  of  the 
year.1  Many  more  were  in  the  process  of  organization  and  federa- 
tion efforts  were  in  progress  to  unify  the  co-operative  work.  Al- 
though most  labor  groups  had  not  yet  begun  to  launch  co-opera- 
tives, the  sponsors  of  the  movement,  John  H.  Walker2  and  Dun- 
can McDonald,3  thought  it  advisable  to  call  a  convention  to  meet 
at  Springfield  on  March  22,  1915.4  At  this  meeting,  attended  by 
twenty-three  delegates  from  miners'  stores,  the  Co-operative 
Society  of  Illinois5  was  formed. 

a)  The  Co-operative  Society  of  Illinois. — The  Co-operative 
Society  of  Illinois  aimed  to 

encourage  and  assist  local  societies  in  combining  their  purchasing  power 
through  some  centrally  located  buying  agency;  to  provide  a  state  organiza- 
tion whereby  the  local  societies  may  combine  for  their  greater  protection 
against  opposition  and  arrange  and  carry  out  an  educational  campaign 
among  the  working  people  of  the  state  and  provide  a  special  means  of  edu- 
cating and  interesting  the  women  in  co-operation  by  means  of  literature 
and  women's  guilds.6 

1  See  chap,  xvii,  Table  XII. 

2  President  of  the  Illinois  State  Federation  of  Labor. 

3  Secretary  of  District  No.  12,  United  Mine  Workers. 

4  The  District  Mine  Workers  paid  the  expenses  of  delegates.  (Statement  of 
Duncan  McDonald,  December  15,  1923.) 

s  Later  called  the  Illinois  State  Co-operative  Society. 

6  Constitution,  Co-operative  Society  of  Illinois. 
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Model  by-laws  were  framed  for  local  organizations,1  personal  ex- 
periences exchanged,  and  a  permanent  organization  set  up  with 
John  H.  Walker  as  president.2  The  matter  of  opening  a  wholesale 
was,  after  discussion,  deferred  until  "the  stores  are  in  a  position 
to  finance  its  operation  and  give  proper  oversight."3 

In  order  to  finance  the  new  organization,  affiliating  co-opera- 
tives were  to  pay  $5  for  a  charter  and  the  dues  were  fixed  at  two 
cents  a  member  per  month.4  The  first  active  work  of  the  new 
society  was  with  the  Illinois  legislature  when  it  successfully  urged 
the  passage  of  a  co-operative  act.5 

In  the  year  191 5,  the  miners'  co-operative  movement  grew 
from  14  to  32  societies,  one-half  of  which  affiliated  with  the  newly 
formed  Co-operative  Society  of  Illinois.6  This  development  was 
largely  a  result  of  the  personal  efforts  of  the  leaders  of  the  Illinois 
labor  movement  (especially  Mr.  Walker  and  Mr.  McDonald),  as 
the  co-operative  federation  was  not  financially  in  a  position  to 
function.  At  the  second  convention,  held  at  Staunton,  July  21, 
191 6,  twenty-one  societies  were  represented,  eleven  store  man- 
agers being  present.7  This  meeting  was  called  to  consider  making 
the  Co-operative  Society  of  Illinois  "a  National  Consumers'  So- 
ciety," and  "to  devise  ways  and  means  of  forming  a  wholesale."8 
President  Walker  suggested  that  the  name  be  changed  to  "The 
Rochdale  Co-operative  Society  of  the  United  States."  but  at  the 
suggestion  of  the  Committee  on  Organization,  the  title  "Central 
States  Co-operative  Association,"  was  adopted.9 

1  Modeled  very  closely  after  the  Gillespie  by-laws.  See  Appendix  A. 

2  Proceedings,  First  Convention,  Co-operative  Society  of  Illinois,  p.  64. 

3  Ibid.,  pp.  15,  56.  4  Ibid.,  p.  36.  s  Ibid.,  p.  50. 

6  A  number  of  unaffiliated  societies,  represented  at  the  191 6  Convention,  signi- 
fied their  desire  to  join.  Proceedings,  Second  Convention,  Co-operative  Society  of  Illi- 
nois, p.  40. 

7  Proceedings,  Second  Convention,  Co-operative  Society  of  Illinois,  p.  21.  Labor 
organizations  had  been  especially  invited  to  send  delegates — a  number  accepting  the 
invitation. 

8  Ibid.,  p.  4.  9  Ibid.,  p.  31. 
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b)  The  Central  States  Co-operative  Association. — In  his  report, 
President  Walker  pointed  out  the  strength  of  the  movement, 
enumerating  as  gains  to  be  secured  through  co-operation  the  re- 
duction of  prices  and  the  strengthening  of  union  organization.  He 
urged  the  employment  of  union  clerks,  the  selling  of  union  goods, 
and  the  development  of  new  co-operatives — all  of  which,  he  be- 
lieved, would  tend  to  relieve  unemployment.  He  desired  that  co- 
operatives act  in  conjunction  with  organizations  of  agricultural 
workers  for  the  common  good.1 

The  work  of  the  conference  was  divided  between  the  planning 
of  a  wholesale  organization  and  the  development  of  an  educa- 
tional and  social  program.  On  the  20th  of  the  preceding  April, 
six  local  managers  had  met  at  Staunton  and  drawn  up  a  plan  for 
a  wholesale,  the  initial  capital  to  be  secured  from  a  $5,000  loan 
by  the  United  Mine  Workers.2  The  manager  of  the  proposed 
wholesale  was  to  send  a  list  to  each  society,  showing  the  prices  of 
goods  which  could  be  economically  purchased  jointly.  The  di- 
rectors of  societies  were  to  compel  local  managers  to  buy  so  far 
as  possible  from  the  wholesale.  Each  co-operative  would  subscribe 
for  $1,000  in  shares  to  be  paid  for  out  of  the  wholesale's  surplus 
earnings  and  distributed  on  the  basis  of  purchases.3 

President  Walker,  after  consulting  local  organizations,  ad- 
vised against  this  plan  in  his  report,  deeming  it  best  to  inaugurate 
the  wholesale  without  going  into  debt.  He  proposed  to  employ 
Secretary  Thomas  R.  Owen,4  then  manager  of  the  West  Frankfort 
store,  as  buying  agent  for  affiliated  co-operatives.  Anticipating 
that  many  societies  could  not  participate  because  of  the  need  of 

1  Proceedings,  Second  Convention,  Co-operative  Society  of  Illinois,  pp.  4-17. 

2  Ibid.,  p.  10.     The  affiliated  societies  were  to  be  security  for  the  loan. 

3  Ibid.,  pp.  io-n. 

4  President  Walker  spoke  of  Mr.  Owen:  "Absolutely  honest  and  can  be  trusted 
implicitly;  heart  and  soul  in  the  co-operative  movement."  Ibid.,  p.  11. 
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credit  accommodations  from  private  wholesalers,  the  buying 
power  of  only  twenty  organizations  was  expected. 

The  Committee  on  Central  Buying  Agency,  headed  by  Robert 
McKechan  of  Gillespie,1  incorporated  this  recommendation  in  its 
report,  urging  the  creation  of  a  board  to  elect  and  control  the 
operations  of  a  sales  agent.  This  board  would  also  formulate 
policies  to  show  local  societies  the  need  of  centralized  buying.2 
The  report  was  unanimously  carried.3  Later,  a  delegate  urged 
forcing  all  local  societies  to  buy  through  this  central  agency,  and 
Chairman  McKechan  replied,  "Local  directors  will  compel  their 
store  manager  to  buy  from  the  above  agency."  President  Walker 
added  that  compulsion  was  injurious  to  the  movement.4 

Delegate  Joash  Critchley,  a  pioneer  in  the  Illinois  movement, 
next  brought  to  the  attention  of  the  Convention  a  plan  which, 
although  rejected  at  this  time,  was  later,  with  modifications,  to 
become  predominant  in  Illinois  co-operative  circles.5 

All  of  us  should  go  into  one  body,  each  society  having  a  certain  amount 
of  the  stock.  A  new  store  can  then  be  started  as  a  branch,  the  central  body 

furnishing  stock  and  men  to  run  the  store The  plan  that  has  been 

outlined6  will  not  live  long  unless  we  have  some  way  to  force  the  stores  to 
buy  and  support  the  wholesale.7 

His  plan  was  to  furnish  support  to  the  projected  wholesale  by  the 
consolidation  of  local  societies,  exchanging  the  present  share 
capital  for  bonds  in  a  new  central  organization.  But  the  opposi- 
tion of  President  Walker,  based  on  the  lack  of  authority  of  the 
convention,  the  elaborate  plans  necessary,  and  the  conflict  of  weak 
and  strong  stores  in  reaching  an  adjustment,  effectively  blocked 

1  Later  manager  of  the  Central  States  Co-operative  Society.  See  p.  44. 

2  Proceedings,  Second  Convention,  Co-operative  Society  of  Illinois,  p.  32. 

3  Ibid.,  p.  39.  4  Ibid.,  p.  34. 

s  "The  American  Rochdale  Plan."  See  p.  51. 

6  Above,  see  p.  38. 

7  Proceedings,  Second  Convention,  Co-operative  Society  of  Illinois,  p.  35. 
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this  suggestion  and  all  managers  agreed  to  support  the  voluntary 
plan.1  President  Walker  closed  the  discussion  on  the  wholesale  by 
estimating  $20,000  as  the  possible  annual  saving  to  be  secured  by 
centralized  buying.2 

Much  of  the  activity  of  the  convention  along  educational 
lines  was  in  the  exchanging  of  experiences  on  local  problems  of 
securing  co-operative  support.  President  Walker  in  his  recom- 
mendations had  stressed  the  necessity  of  interesting  women  in  the 
movement,  of  having  outings,  and  of  distributing  co-operative 
literature.  He  especially  urged  the  formation  of  classes  in  "Co- 
operative Principles"  which  should  meet  weekly.  The  convention 
accepted  these  recommendations,  the  Central  States  Co-opera- 
tive Association  being  authorized  to  print  and  distribute  at  cost 
suitable  educational  pamphlets.3  Scott  H.  Perky,  secretary  of  the 
Co-operative  League  of  America,  in  addressing  the  convention 
urged  closer  alliance  with  the  Co-operative  League,4  and  prom- 
ised its  support.  A  delegate  from  Sesser  suggested  the  publication 
of  a  monthly  co-operative  magazine,  the  Sesser  Herald  to  have 
charge  of  the  printing  with  a  guaranty  of  2,500  subscribers.  This 
plan  was  referred  to  the  board  of  directors.5 

The  convention  closed  with  the  election  of  officials  for  the 
following  year,  Mr.  Walker  remaining  as  president  and  T.  R. 
Owen  as  secretary-treasurer.  The  new  directors  were  Robert 
McKechan,  D.  T.  Stewart,  Harry  Fishwick,  and  A.  F.  Kile.6 

The  year  1 916-17  was  one  of  considerable  co-operative  de- 
velopment, but  the  plans  for  wholesale  federation  so  enthusiasti- 
cally received  at  the  191 6  convention  were  not  carried  out.  The 
secretary-treasurer,  Thomas  R.  Owen,  had  become  a  victim  of 
strong  drink  and  not  only  neglected  the  affairs  of  his  own  store 

1  Proceedings,  Second  Convention,  Co-operative  Society  of  Illinois,  p.  36. 

2  Ibid.,  p.  36.  3  Ibid.,  p.  30.  4  Ibid.,  p.  49. 

5  Nothing  developed  from  this  move. 

6  Proceedings,  Second  Convention,  p.  45. 
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but  also  those  of  the  society.1  No  record  was  kept  of  the  financial 
affairs  during  this  period,  and  the  incoming  officers  found  that 
only  ten  stores  were  paid-up  members  and  there  were  outstanding 
printing  bills  amounting  to  $226. 

The  third  annual  convention  of  the  society  was  called  at 
Staunton  on  September  10,  191 7.  The  main  purpose  of  this  con- 
vention was  "to  agree  on  the  basis  of  establishment  of  a  co-opera- 
tive wholesale  department  to  reduce  the  cost  of  living  additional- 
ly."2 Farmer  and  labor  organizations  were  invited  to  send  dele- 
gates. Of  the  fifty  miners'  stores  then  established  in  Illinois,  rep- 
resentatives of  twenty-six  were  present.  A  number  of  visitors 
from  other  states  attended.  The  report  of  President  Walker  indi- 
cated the  "rapid  and  satisfactory  progress  made  by  most  co- 
operating stores"  and  recommended:  (1)  a  uniform,  simple,  and 
thorough  bookkeeping  system;  (2)  free  service  from  officials  of  co- 
operatives; (3)  open  membership  in  all  co-operative  stores;  (4) 
loyalty  to  the  labor  movement;  (5)  the  opening  of  a  wholesale 
house;3  (6)  the  furnishing  through  the  wholesale  department  of  an 
employment  service  for  capable  managers.4 

The  discussion  of  the  convention  again  centered  on  the  whole- 
sale, twenty  managers  of  local  stores  having  previously  met  to 
frame  the  details  of  another  wholesale  plan.5  They  urged:  (1)  the 
organization  of  a  wholesale  house  under  the  Illinois  law;  (2)  the 
limiting  of  membership  to  stores  affiliated  with  the  Central  States 
Co-operative  Society;  (3)  the  limiting  of  share-holdings  to  five  for 
each  society  (par  $100)  ;6  (4)  the  appointment  of  a  committee  to 
negotiate  with  wholesale  houses  for  collective  buying;  (5)  the  em- 

1  Letter  of  Duncan  McDonald  to  Joash  Critchley  (Glen  Carbon),  February  18, 
1918. 

'Letter  of  Duncan  McDonald  to  Joash  Critchley,  February  18,  1918. 

3  A  5  to  45  per  cent  saving  in  the  cost  of  goods  was  the  estimated  benefit. 

4  Proceedings,  Third  Annual  Convention,  Central  States  Co-operative  Society,  p.  38. 
s  Ibid.,  p.  8.  6  September  9,  191 7. 
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ployment  of  a  salesman  to  solicit  orders  from  local  stores.  These 
recommendations  were  adopted  with  an  amendment  which  per- 
mitted labor  organizations  and  individuals  friendly  to  the  move- 
ment to  lend  money  in  launching  the  plan.1  The  sentiment  of  the 
convention  was  expressed  by  Delegate  Lischer:  "The  main  point 
is  the  importance  of  local  stores  getting  together,  keeping  in  touch, 
and  combining  in  buying.  Start  doing  something  and  not  be  for- 
ever discussing  the  proposition."2 

Most  of  the  remaining  time  was  spent  in  amending  the  by- 
laws and  in  the  exchange  of  experiences.  Charter  fees  of  affiliat- 
ing societies  were  continued  at  $5  and  monthly  dues  were  in- 
creased from  2  to  5  cents  for  each  member  for  affiliating  societies. 
Scott  Perky  and  Dr.  J.  P.  Warbasse  of  the  Co-operative  League 
of  America  addressed  the  convention.  They  both  promised  the 
Central  States  organization  the  continued  financial  support  of 
the  league  until  such  time  as  local  co-operatives  were  in  a  posi- 
tion to  carry  the  burden.3  They  pointed  out  the  need  for  united 
action  and  predicted  failure  for  a  majority  of  locals  if  it  was  not 
secured.  Dr.  Warbasse  expressed  his  regret  that  representation 
in  the  conference  was  not  national.  He  urged  Illinois  co-opera- 
tives to  join  the  Co-operative  League,  stating  that  their  number 
would  mean  dominance  of  that  organization.  President  Walker 
replied  that  sentiment  was  not  strong  for  a  national  convention 
held  at  a  distance  as  the  local  stores  were  not  in  a  position  to  meet 
traveling  expenses,  and  that,  therefore,  it  would  be  possible  for 
such  a  conference  to  be  controlled  by  men  seeking  their  own  inter- 
est. He  intimated  that  such  a  convention  should  await  the  estab- 

1  Fifty  per  cent  of  the  subscription  to  be  paid  upon  joining. 

2  Considerable  discussion  of  this  amendment  followed  as  delegates  recognized 
that  labor  organizations  might  call  for  funds  at  inauspicious  times,  while  individuals 
might  gain  control  of  the  wholesale.  Some  even  urged  that  local  stores  would  suffer 
from  lack  of  financial  support.  Proceedings,  Third  Annual  Convention,  Central 
States  Co-operative  Society,  p.  20. 

3  Ibid.,  p.  30. 
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lishment  of  a  strong  wholesale  department.1  A  committee,  how- 
ever, was  appointed  to  consider  launching  a  national  co-operative 
program,  with  Dr.  Warbasse  as  chairman.2  The  report  of  the  com- 
mittee, which  called  for  the  participation  of  the  Central  States  Co- 
operative Society  in  a  National  Co-operative  Congress  to  be  held 
at  Springfield,  Illinois,  on  September  23,  19 18,  under  the  auspices 
of  the  Co-operative  League,  was  adopted.  Producers'  co-operative 
organizations  were  to  be  invited  to  send  fraternal  delegates.  Mr. 
Walker  was  re-elected  president,  Peter  Moerth  vice-president,  and 
Duncan  McDonald  secretary-treasurer.  Incoming  directors  were 
Allen  Haywood,  Robert  McKechan,  Fred  Liddell,  and  A.  H. 
Shelton.3 

Following  the  convention,  Secretary  McDonald  aggressively 
took  up  the  work  neglected  by  the  previous  secretary.  He  spent 
much  time  in  organizing  new  societies  and  arranging  for  a  uniform 
bookkeeping  system  for  co-operatives.4  The  financial  support  of 
the  Co-operative  League  enabled  him  to  give  his  full  efforts  to 
these  tasks.  Rochdale  stores  were  opened  in  rapid  succession  at 
Pana,  Bloomington,  Carlinville,  Collinsville,  Granite  City,  Free- 
burg,  and  Coulterville.  Mr.  McDonald,  however,  was  very  much 
disappointed  by  the  extremely  slow  development  of  the  wholesale 
movement.  He  stated  that  local  groups  were  willing  to  send  dele- 
gates to  the  conventions  and  talk  but  that  they  would  not  actual- 
ly co-operate.  "So  very  few  stores  came  into  the  Association  that 
we  were  unable  to  carry  on  the  work  as  fast  as  we  would  like.  The 
wholesale  people  seem  reluctant  to  give  us  any  inviting  offers,  be- 
cause we  cannot  speak  officially  for  stores  which  have  not  yet 
come  into  the  Society."5  In  December,  191 7,  the  federation  could 
claim  but  ten  affiliates. 

1  Proceedings,  Third  Annual  Convention,  Central  States  Co-operative  Society,  p.  15. 

2  F.  A.  Bennett,  John  Nummivuori,  Robert  McKechan,  and  A.  H.  Shelton  were 
also  members  of  the  committee. 

3  Ibid.,  pp.  23,  24.  4  See  chap,  xvi,  sec.  (d). 

s  Letter,  Duncan  McDonald  to  Joash  Critchley,  December  19,  191 7. 
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The  rapid  growth  of  local  societies,  however,  had  its  effect  and 
on  January  27,  191 8,  a  special  meeting  was  called  to  inaugurate 
joint  buying.  In  accordance  with  the  plan  adopted  at  the  191 7 
convention,  Robert  McKechan1  was  made  traveling  salesman.  He 
started  work  February  11,  1918.2  Contracts  were  soon  closed 
with  the  Goddard  Grocery  Company  of  St.  Louis,  the  Hawke 
Company  of  Bloomington,  and  Beall  of  Alton  (miners'  tools). 
Under  this  plan  the  Central  States  society  was  allowed  a  5  per 
cent  discount  on  the  wholesale  price  of  groceries,3  furnishing  its 
own  salesmen.  The  net  savings  to  affiliated  stores  were  to  be 
credited  on  the  books  of  the  Central  States  organization  so  as 
eventually  to  provide  funds  for  a  wholesale.  The  secretary,  ex- 
plaining the  plan  in  a  letter  to  local  societies,  stated:  "Each 
store  will  be  furnished  with  price  lists  from  which  goods  can  be 
ordered  as  required,  which  will  eventually  eliminate  the  necessity 
of  the  salesman  calling  as  frequently  as  heretofore."4  The  central 
and  southern  Illinois  territory  soon  became  too  large  for  one  man 
to  cover  effectively  and  in  June,  1918,  Fred  Liddell5  was  made 
assistant  manager,  and  was  placed  in  charge  of  the  stores  in  the 
Herrin  district. 

By  the  time  of  the  191 8  convention,  which  convened  at 
Springfield,  Illinois,  September  23,  191 8  (two  days  before  the 
National  Congress  of  the  Co-operative  League),  the  work  of  the 
traveling  salesman  was  well  under  way.  In  his  report  to  the  Cen- 
tral States  Co-operative  Society,  President  Walker  called  atten- 
tion to  the  rapid  development  of  the  movement:  "There  has  been 
possibly  greater  growth  in  this  country  in  the  last  year  than  in 

1  Previously  manager  of  the  Gillespie  Co-operative  Society.  (See  Appendix  A.) 

2  Letter,  Duncan  McDonald  to  Joash  Critchley,  February  18,  191 8. 

3  The  jobbers'  price  was  given  on  miners'  tools. 

4  Letter  of  Duncan  McDonald,  secretary,  to  co-operative  societies,  February 
14,  1918. 

s  Previously  manager  of  the  Christopher  store. 
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any  year  of  its  previous  history."1  In  regard  to  the  causes  of  co- 
operative failures,  President  Walker  mentioned  the  departure 
from  well-recognized  co-operative  rules  and  principles:  "They 
have  either  given  unsecured  credit,  attempted  to  work  on  a  cut- 
price,  cheap- John  basis,  or  there  has  been  almost  criminal  laxity 
of  supervision."  The  remedy,  he  believed,  lay  in  a  competent, 
aggressive  educational  committee,  and  each  member  on  joining 
should  be  required  to  take  an  impressive  pledge  to  support  the 
movement. 

The  launching  of  a  co-operative  wholesale  society  (under  the 
Illinois  law)  to  be  financed  by  contributions  from  co-operative 
societies,  individuals,  and  district,  national,  and  international 
labor  unions,  was  next  urged.  Control,  President  Walker  believed, 
should  always  be  vested  in  co-operative  societies.2 

The  discussion  of  the  wholesale  question  was,  indeed,  the 
outstanding  feature  of  the  conference.3  On  the  first  day,  the  plan 
of  President  Walker  was  agreed  to  by  the  delegates.4  The  follow- 
ing morning  Mr.  Walker  had  to  leave  for  the  east.  The  wholesale 
question  was  again  taken  up  in  greater  detail,  and  a  motion  was 
finally  made  that  the  Central  States  Wholesale  amalgamate  with 
the  other  co-operative  wholesales  to  form  a  national  organization.5 
This  motion,  which  passed  easily,  was  supported  by  Robert 
McKechan,  buying  agent  for  the  Central  States  society,  Duncan 
McDonald,  secretary,  and  Dr.  J.  P.  Warbasse  of  the  Co-operative 
League.6 

1  Report  of  President  Walker  to  Central  States  Co-operative  Society  Convention, 
September  23,  1918,  p.  11. 

2  Annual  Report  of  Central  States  Co-operative  Society,  John  H.  Walker,  Presi- 
dent, September  23,  1918. 

3  The  proceedings  of  this  convention  are  not  available,  the  description  to  follow 
being  based  on  interviews  with  John  H.  Walker,  Duncan  McDonald,  and  J.  P. 
Warbasse. 

4  Statement  of  John  H.  Walker,  August  9,  1923. 

s  To  be  formed  by  the  Co-operative  League  Convention,  following. 
6  Statement  of  John  H.  Walker,  Interview,  August  8,  1923. 
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At  the  First  National  Congress  of  the  Co-operative  League, 
which  opened  the  next  day  (September  25,  1918),  a  National 
Wholesale  Committee,  consisting  of  representatives  of  eight  sec- 
tional organizations,  was  created,  to  launch  the  new  combined 
enterprise.1  However,  when  President  Walker,  on  his  return  to 
Illinois,  discovered  that  the  Central  States  organization  had 
pledged  itself  to  become  a  part  of  the  National  Wholesale,  he  re- 
fused forthwith  to  comply  with  the  will  of  the  convention2  and 
succeeded  in  keeping  the  Central  States  society  independent.3 

As  a  result  preparations  were  rapidly  placed  under  way  for 
setting  up  the  new  organization.  The  report  of  Mr.  McKechan, 
the  sales  agent,  of  net  gains  of  $5,000  from  the  start  in  February 
to  September  20,  1918,  added  new  impetus.4  Unexpected  diffi- 
culty had,  however,  been  encountered  in  inducing  local  stores  to 
purchase  through  the  sales  agency  and  trouble  was  seen  if  greater 
support  were  not  secured.  "In  fact,  unless  all  the  co-operative 
stores  enter  into  a  solemn  compact  to  buy  exclusively  from  the 
wholesale,  there  will  be  no  use  in  starting  it,"  Secretary  McDonald 
commented.5  By  December  5,  1918,  Robert  McKechan,  who  was 
appointed  manager  of  the  new  enterprise,  had  purchased  head- 
quarters at  East  St.  Louis  for  $n,56o.34,6  and  the  Central  States 
Co-operative  Society  began  to  act  as  a  Rochdale  wholesale  for 
the  co-operative  societies  of  the  central  states.7  The  events  which 

1  The  Co-operative  Consumer,  Vol.  IV,  No.  11,  p.  162. 

2  Statement  of  John  H.  Walker,  Interview,  August  6,  1923. 

3  In  fairness  to  President  Walker  it  should  be  added  that  he  agreed  to  call  a 
special  convention  to  act  on  the  merger  with  the  National  Wholesale,  if  those  oppos- 
ing his  position  desired  it.  No  special  convention  was  held. 

4  Co-operation  (March,  1919),  p.  38. 
s  Ibid.,  p.  38. 

6  Report  of  Audit  of  Price  Waterhouse  and  Company,  September  26,  1919.  (The 
property  was  bought  without  a  bill  of  sale.) 

7  Robert  McKechan  stated  that  the  wholesale  started  with  $315  capital  (Inter- 
view, August  12,  1923).  Duncan  McDonald  refutes  this  assertion,  indicating  the 
amount  to  be  much  larger  (Interview,  August  26,  1923). 
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followed  the  opening  of  the  wholesale  were  vividly  stated  by 
Manager  McKechan: 

In  theory,  we  had  a  wonderful  opportunity ;  in  practice,  we  had  absolutely 
nothing.  Beginning  with  lots  of  enthusiasm  and  no  capital  we  had  the  prom- 
ise of  the  business  from  fifty -five  regular  Rochdale  societies.  In  my  position 
as  manager  of  the  Central  States  Co-operative  Wholesale,  I  have  done  every- 
thing that  is  possible  to  get  the  managers  of  the  Rochdale  stores  to  purchase 
their  goods  from  their  own  wholesale.  In  many  cases  the  manager  had  good 
intentions,  but  did  not  have  the  financial  standing  to  enable  him  to  buy  his 
goods  and  pay  his  bills  within  fifteen  days.  After  endeavoring  for  three 
months  to  get  enough  business  from  the  Rochdale  stores  to  make  it  profitable 
to  operate  a  wholesale,  we  found  that  we  were  only  expending  money  going 
from  one  store  to  another,  helping  the  ....  weak  store  by  advice  and  also 
by  extending  credit  when  their  credit  was  gone  with  the  regular  jobbing 
houses.1 

By  the  close  of  1918,  only  seven  stores  had  joined,2  their  sub- 
scriptions to  the  wholesale  organization  totaling  $2,550.  Sales  for 
December,  1918,  were  $5,028.99,  these  increasing  in  January, 
1919,  to  $10,262.54.  Some  advance  was  being  shown  but  progress 
was  slow.  Any  chance  of  steady  growth,  however,  was  soon 
abandoned,  for  in  February,  1919,  the  Central  States  society's 
officials  launched  the  beginning  of  a  chain  of  retail  stores,  hoping 
to  secure  the  wider  support  and  to  expand  rapidly  co-operative 
effort.  This  experiment  (traced  in  following  chapters)  marks  a 
change  of  policy  which,  for  five  years,  practically  brought  to  a 
standstill  the  federative  efforts  of  Rochdale  co-operatives.  In- 
stead of  the  Central  States  organization  acting  as  the  medium 
through  which  local  societies  might  exchange  experiences,  jointly 
purchase,  and  spread  the  Rochdale  idea,  the  efforts  of  the  newly- 
created  wholesale  were  largely  given  over  to  the  development  of 
its  own  branches.  Rochdale  societies  continued  to  affiliate  during 

1  Letter  of  Robert  McKechan  to  J.  J.  Manning,  secretary  of  the  Union  Label 
Trades  Department,  American  Federation  of  Labor,  April  14,  1920. 

2  The  seven  stores  were:  Canton,  Farmington,  Gillespie,  Riverson,  Schram 
City,  Sparta,  and  Villa  Grove. 
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1919  and  1920,  but  their  assistance  served  mainly  to  expand  the 
wholesale's  branch  store  operations.  Table  III  shows  for  the 
years  i9i8toi92i,  the  co-operative  organizations  affiliating  with 

TABLE  III 

Co-operative  Organizations  Purchasing  Stock  in  the  Central 
States  Co-operative  Society 


*  Became  later  a  branch  store. 

t  Was  refunded. 

%  M  = Miners;  R  =  Railwaymen;  B  •■ 


Society 

Occu- 
pation OF 
Members  J 

Subscriptions 

1918 

1919 

1920 

1921 

1.  Albia,  Iowa 

$     500 

2.  Auburn 

M 

M 
R-B 

M 

R 

M 
R-B 

M 

M 

$  50 

3.  Benld 

$     200 

500 
500 

4.  Bloomington 

6.  Champaign 

300 

200 
500 
500 

7.  Collinsville* 

8.  Decatur* 

9.  Farmington 

100 
500 

n.  Hannibal  (Mo.) 

100 
100 
500 
100 

12.  Johnson  City* 

M 
M 
M 
M 
M-F 
R 

14.  Ladd 

100 

300  f 

100 

50 

50 

50 

50 

250 

100 

15.  Maryville* 

16.  Mascoutah* 

250 

17.  Momence 

18.  Monett  (Mo.) 

10.  New  Athens 

M 
M 
M-F 
M 
M 
M 
M 
M 
R 
M 
M 

20.  O'Fallon 

250 
500 
500 

500 

100 

21.  Pinckneyville* 

22.  Riverton 

25.  Staunton 

100 
500 

26.  Tilden 

28.  Witt 

5o 

100 

Total 

$2,550 

$3,650 

$2,350 

0 

Building  Trades;  F=Farmers 
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the  Central  States  Co-operative  Society,  together  with  the  occu- 
pational group  represented. 

In  Table  III  will  be  noted  the  lagging  nature  of  co-operative 
support.  The  first  year,  191 8,  brought  the  affiliation  of  seven 
societies — the  majority  buying  the  maximum  of  stock.  In  19 19, 
when  the  organization  was  still  attempting  to  act  in  the  principal 
capacity  of  a  Rochdale  wholesale,  thirteen  societies  were  added 
to  the  list.  The  year  1920,  in  which  year  the  American  Rochdale 
chain  store  plan  took  strongest  root,  found  five  affiliated  Rochdale 
societies  becoming  branches.  Fourteen  Rochdale  organizations, 
however,  affiliated  in  that  year,  resulting  in  a  net  increase  of 
$1,100  in  the  stock  held  by  such  societies.  However,  the  whole- 
sale absorbed  three  more  affiliated  societies  in  1921,  reducing  the 
stock  held  by  Rochdale  organizations  by  $1,150,  or  below  the  191 9 
level. 

The  Rochdale  societies,  indeed,  took  little  interest  in  the 
wholesale  during  1920  and  192 1 — the  stock  subscriptions  coming 
slowly  and  their  patronage  being  slight.  Their  connections  with 
the  wholesale  will  be  described  in  the  chapters  on  the  co-operative 
chain  stores  of  the  Illinois  miners,  which  follow. 


CHAPTER  V 

THE  CO-OPERATIVE  CHAIN  STORES  OF  THE 
ILLINOIS  MINERS 

I.      THE  DEVELOPMENT  OF  THE  AMERICAN 
ROCHDALE  PLAN 

a)  Introduction. — The  Illinois  miners  in  191 9  launched  a  plan 
for  operating  co-operative  chain  stores  and  within  two  years  in- 
vested $500,000  in  the  two  co-operative  wholesales  and  seventy 
branch  stores  which  they  established  under  the  name  of  the  Cen- 
tral States  Co-operative  Wholesale  Society.  Development  was  so 
rapid,  leaders  were  so  enthusiastic,  and  the  plan  was  apparently 
so  effective  that  observers  heralded  with  praise  this  vigorous  al- 
though tardy  development  of  what  they  considered  an  American 
adaptation  of  European  Rochdale  co-operation.  Professor  Gordon 
Watkins  of  the  University  of  Illinois  wrote  in  1920  to  sponsors  of 
this  movement,  "I  believe  you  have  started  something  that  is 
going  to  be  one  of  the  biggest  things  on  the  American  continent."1 

For  three  years  this  chain  store  plan  of  co-operation,  the 
American  Rochdale  Plan,  as  it  was  called,  continued  to  be  the 
dominant  form  of  co-operation  among  the  Illinois  miners.  In 
1922,  however,  widespread  protest  began  to  arise,  and  with  the 
coming  of  the  miners'  strike  of  that  year  the  structure  which  they 
had  built  up  collapsed.  A  glaring  inefficiency  of  operation  was 
disclosed,  as  well  as  previously  unheeded  and  inherent  defects  of 
chain  store  co-operation. 

b)  The  background  of  the  movement. — For  more  than  twenty 
years  the  Illinois  miners  had  been  experimenting  in  operating  co- 

1  Letter  of  Professor  Gordon  Watkins  to  the  Central  States  Co-operative  Whole- 
sale Society,  March  11,  1920. 

So 
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operative  stores,  as  has  already  been  noted.  Cumulative  experi- 
ence, active  leadership,  together  with  an  increasing  cost  of  living, 
brought  such  vigor  to  the  movement  after  19 10  that  sixty- three 
mining  communities  had  established  Rochdale  co-operative 
stores  by  the  close  of  1918.  Federative  effort  had  been  put  under 
way  as  early  as  191 5  with  the  formation  of  the  Central  States  Co- 
operative Wholesale  Society.1  It  was  proposed  to  operate  a  whole- 
sale house  and  by  joint  purchasing  to  increase  the  savings  of 
affiliated  co-operatives.  Robert  McKechan,  an  ex-coal  miner  who 
had  gained  experience  through  the  management  of  the  Gillespie 
Co-operative  Society,2  was  chosen  as  buying  agent  in  early  191 8 
and,  having  developed  the  work  successfully,  was  chosen  as 
manager  of  the  co-operative  wholesale  upon  its  establishment. 

On  December  5, 1918,  the  Central  States  Co-operative  Whole- 
sale Society  opened  its  first  warehouse  at  East  St,  Louis,  calling 
upon  Illinois  co-operatives  for  affiliation  and  patronage,  but  the 
effort  did  not  meet  with  widespread  support.  At  the  close  of  191 8 
only  eight  out  of  sixty-three  co-operative  stores  had  joined  and 
sales  for  the  month  of  January,  1919  were  only  $io,ooo.3  In  the 
words  of  the  manager,  Robert  McKechan: 

We  found  it  was  almost  impossible  to  get  the  managers  of  the  local 
Rochdales  to  buy  from  their  own  wholesale  house  even  after  I  had  met  their 
boards  of  directors  and  had  gone  into  the  matter  in  detail.  Then  the  man- 
agers used  the  same  argument  they  complained  of  their  customers  using, 
namely,  that  in  some  cases  they  could  buy  goods  cheaper  from  outside 
jobbing  houses  and  because  their  customers  demanded  cheap  goods  it  was 
up  to  them  to  get  the  goods  as  cheaply  as  possible.4 

c)  The  start  of  the  American  Rochdale  Plan. — Its  first  effort 
having  failed,  the  wholesale  management  sought  some  way  of 

-  First  called  the  Co-operative  Society  of  Illinois;  then,  the  Illinois  State  Co- 
operative Society;  later,  the  Central  States  Co-operative  Society;  and  finally  as 
above. 

2  See  Appendix  A. 

3  Audit  of  Price,  Waterhouse  and  Co.,  September  26,  1919. 

4  Letter  of  Robert  McKechan  to  J.  J.  Manning,  April  14,  1920. 
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increasing  business,  and  an  opportunity  soon  presented  itself.  The 
Herrin  Co-operative  Society  had  failed  and  the  miners  were 
anxious  to  order  jointly  without  forming  a  co-operative.  In 
February,  191 9,  therefore,  an  arrangement  was  effected  whereby 
the  Central  States  Co-operative  Wholesale  Society  sold  goods  in 
bulk  to  the  union,  a  miners'  committee  undertaking  the  task  of 
distribution.  Business  expanded  rapidly,  and  miners  came  from 
a  distance  to  take  advantage  of  the  low  prices.  Soon  a  full-time 
distributing  station  was  necessary. 

Thus,  the  Central  States  Co-operative  Wholesale  Society 
established  its  first  branch  store,  the  Union  Supply  Association  of 
Herrin,  selling  on  a  cash-and-carry  basis  at  the  wholesale  cost 
plus  9  per  cent.  It  aimed  to  create  a  surplus  sufficient  to  pay  the 
sales  force  and  provide  3  per  cent  profit  to  the  wholesale.  The 
local  union  formed  a  committee  to  check  on  the  service  furnished. 
As  retail  margins  in  the  grocery  field  are  typically  in  excess  of  20 
per  cent  results  followed  rapidly.  Neighboring  mining  towns  in- 
sistently demanded  branches  and  the  expansion  began.  The  board 
of  directors  of  the  Wholesale,  composed  of  representatives  of 
Rochdale  co-operatives,  gave  its  consent  to  the  new  move  as  an 
experiment.  In  July,  1919,  when  the  society  met  in  convention, 
four  stores  were  in  operation.  At  this  meeting  Manager  Mc- 
Kechan  enthusiastically  reported  a  profit  of  $2,619.64  for  the 
first  half-year  of  operation,  explaining  that  more  business  had 
been  done  under  the  new  plan  during  the  last  two  weeks  of  the 
period  than  for  the  entire  three  months  as  a  Rochdale  wholesale.1 
He  stated  that  if  the  capital  ($22,331.75)  had  been  larger,  $2,750 
would  have  been  added  to  the  gain.2  Since  the  co-operative 
stores,  due  to  slack  work,  were  unable  to  supply  this  needed 
capital  he  looked  to  the  United  Mine  Workers  for  support.  "They 

1  Figures  for  the  period,  December,  1918 — May,  1919.  An  audit  covering  the 
same  period  showed  a  $1,711.80  loss,  Manager  McKechan  having  failed  to  include 
many  outstanding  bills.  (Audit  of  Price,  Waterhouse  and  Co.,  September  26,  1919.) 

2  The  amount  paid  other  wholesalers,  handling  goods  on  commission. 
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all  favor  the  movement  and  the  time  has  now  arrived  when  we 
must  ask  all  of  them  to  invest  some  of  their  surplus  capital  in 
this  department."1 

Manager  McKechan  was,  indeed,  becoming  more  doubtful  as 
to  the  effectiveness  of  voluntary  support  by  co-operatives,  insist- 
ing that  Rochdale  societies  give  the  wholesale  at  least  80  per  cent 
of  their  purchasing  power,  under  penalty  of  having  a  competing 
branch  store  of  the  Central  States  Co-operative  Wholesale  So- 
ciety opened  in  their  territory.  His  recommendations  were  unani- 
mously adopted. 

During  the  summer  of  191 9,  the  American  Rochdale  Plan  met 
with  great  success.  Sales  steadily  increased,  bringing  a  profit  of 
$1,496.47  for  the  period  from  June  to  September.2  Expenses  of 
operation,  including  the  costs  of  the  wholesale,  averaged  only  7.4 
per  cent.  Three  new  stores  had  been  opened  and  an  increased 
interest  was  manifested  in  labor  circles. 

The  development,  however,  did  not  proceed  without  some 
obstacles.  The  secretary  of  the  society  was  a  bitter  enemy  of  the 
president  of  the  District  Mine  Workers.  This  limited  financial 
support  from  that  source.  Manager  McKechan  was  called  to 
Pittsburgh  to  take  charge  of  the  commissary  established  for  the 
1 91 9  steel  strike.  This  delayed  organization  work  for  several 
months.  At  the  close  of  the  year,  the  president  and  secretary  of 
the  society  became  engaged  in  a  bitter  personal  controversy  as 
rival  candidates  for  the  presidency  of  the  State  Federation.  At 
that  time  the  secretary  resigned,  allowing  the  society  to  develop 
the  American  Rochdale  Plan  with  the  full  support  of  the  United 
Mine  Workers. 

In  the  meantime  a  detailed  plan  of  organization  had  been 

1  Report  of  Meeting  of  Central  States  Co-operative  Wholesale  Society  (July  6, 
1919),  P-  3- 

2  Price,  Waterhouse  and  Co.  audit,  September  28,  iqiq.  This  period  was  ap- 
parently the  only  one  during  the  history  of  the  Central  States  movement  in  which  a 
profit  was  really  earned. 
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formulated  to  guide  the  launching  and  operation  of  new  branch 
stores.  Under  this  plan,  a  local  union  desiring  a  store  would  in- 
vest in  the  share  and  loan  capital  of  the  Central  States  Co-opera- 
tive Wholesale  Society.1  The  wholesale  would  then  furnish  a  man- 
ager and  goods  to  stock  the  new  branch  under  the  guaranty  that 
"The  store  will  be  successful  and  the  local  union  will  lose  no 
money  for  there  is  no  chance  for  failure  under  this  plan."2  Goods 
from  the  wholesale  were  billed  in  to  the  retail  store  at  the  whole- 
sale's cost  plus  10  per  cent.  This  10  per  cent  was  to  cover  expenses 
of  the  wholesale,  the  freight,  the  salary  of  the  store  force,  and  also 
to  build  up  a  reserve  for  the  wholesale.  The  local  store  added  2 
per  cent  to  this  cost,  or  4  per  cent  if  the  store  delivered,  which  was 
to  cover  rental  and  miscellaneous  local  expenses.  The  policy  was 
to  give  the  customer  "his  dividend  in  the  basket,"  underselling 
competitors  who  were  dealing  through  profit-taking  wholesalers 
and  other  middlemen. 

As  a  check  on  store  managers,  a  local  store  committee  was  to 
be  elected  by  the  local  union.  The  duties  of  this  committee  were 
(1)  to  see  that  sale  prices  were  in  line  with  the  invoice  cost,  (2) 
to  take  charge  of  the  "2  per  cent  fund"  and  make  disbursements 
from  it,  (3)  to  mediate  in  cases  of  local  dissatisfaction,  and  (4) 
to  represent  the  interests  of  the  co-operative  store  in  the  local 
union. 

Bookkeeping  for  the  stores  was  to  be  centralized  at  the  whole- 
sale office  in  East  St.  Louis.  The  system  is  explained  by  Manager 
McKechan: 

The  local  manager  fills  out  a  report,  one  line  a  day  of  financial  and 
merchandise  statement.  At  the  end  of  each  week  he  totals  his  columns  and 
submits  his  report  to  the  Central  States  office.  By  this  method  he  sees  just 

1  Ordinarily  the  investment  was  expected  to  be  25  per  cent  in  excess  of  the 
amount  of  goods  required  at  the  retail  branch.  This  ruling  was  not  strictly  enforced. 

3  Letters  of  Manager  McKechan  to  Joe  Stone,  secretary  of  Local  Union  No.  12, 
United  Mine  Workers  of  America,  March  12,  1920. 
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what  his  overhead  has  been.  We  also  have  an  invoice  book  which  they  fill 
out  once  each  month.  We  issue  a  weekly  bulletin  to  them  showing  just  how 
each  store  is  running.1 

Quarterly  audits  were  made  at  retail  prices,  merchandise  hav- 
ing been  billed  to  branch  stores  on  that  basis.  The  success  of  the 
plan  depended  in  large  measure  upon  careful  and  competent 
auditing  both  because  of  the  centralized  control  system  and  be- 
cause of  the  manifold  duties  of  the  auditors,  as  explained  by  the 
secretary  in  his  letter  to  the  district  president  of  the  Miners.  He 
said, 

Our  plan  is  to  allot  about  ten  stores  to  every  auditor  and  place  the  re- 
sponsibility of  district  manager  upon  his  shoulders.  His  duties  will  be  to  see 
that  the  stock  and  fixtures  are  fully  covered  by  insurance;  that  the  manager 
is  bonded;  that  the  stores  in  his  district  are  carefully  invoiced  and  audited 
every  thirty  days;  to  organize  and  develop  new  stores  within  his  territory; 
to  adjust  local  controversies  that  may  arise  in  his  district  pertaining  to  the 
management  of  the  stores;  and  to  make  a  full  and  clear  report  of  his  district 
to  the  Central  States.  The  time  to  watch  a  movement  is  while  it  is  successful 
and  not  after  it  is  too  late.  Forewarned  is  forearmed.2 

At  a  convention  held  November  3,  191 9,  a  constitution  was 
drawn  up  for  the  Central  States  Co-operative  Wholesale  Society, 
which  continued  in  effect,  with  slight  alterations,  for  the  period 
of  the  experiment.3  Membership  was  to  be  open  to  co-operative 
societies,  labor  unions,  and  individuals  upon  subscribing  for  five 
shares  of  stock  ($100  par  value)  bearing  4  per  cent  interest. 
Added  investment  might  be  made  in  loan  capital  returning  the 
same  rate  of  interest.  Control  was  to  be  vested  in  a  board  of  di- 
rectors of  ten  men  who  were  to  meet  once  every  three  months. 

1  Letter  of  Manager  McKechan  to  Mrs.  A.  D.  Warbasse,  February  23,  1920. 

2  Letter  of  John  R.  Schaefer  to  President  Farrington,  District  12,  United 
Mine  Workers  of  America,  April  9,  1920. 

3  Constitution  of  the  Central  States  Co-operative  Wholesale  Society.  Adopted 
November  3,  1919. 
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All  contracts  were  to  be  signed  by  the  president  and  secretary. 
Auditing  was  to  be  done  by  three  elected  auditors.1  The  business 
was  to  be  conducted  for  cash,  although  credit  might  be  extended 
at  the  discretion  of  the  directors.  In  time  of  strike  goods  were  to 
be  sold  at  cost  to  unions  owning  shares  in  the  society.  Any  com- 
plaints were  to  go  first  to  the  wholesale  manager;  then  to  the 
board  of  directors ;  and  if  still  unsatisfied,  to  the  floor  of  the  con- 
vention. 

d)  The  expansion  during  iqiq  and  IQ20. — By  the  close  of  1919 
fifteen   stores   had   been   opened,    and   co-operative   sentiment 

TABLE  IV 


Organization 


Total  Investment* 


1918 


1919 


1920 


1922 


U.M.W.  locals 

U.M.W.  subdist.  and  dist.  org. 
U.M.W.  national  organization. . 

Other  labor  organizations 

Co-operativest 

Individuals 


$     500 


2,550 
100 


$31,650 

19,000 

1 2 , 500 

11,300 

6,361 

1,400 


$118,868 

138,356 

1 2 , 500 

38,468 

16,150 

5,36i 


$144,704 
165,886 
12,500 
41,289 
57,231 
35,687 


$150,976 
164,886 
12,500 
42,289 
63,329 
35,687 


Total. 


$3,150 


)2,2II 


$329,703 


$457,097 


$469,667 


*  Figures  as  of  December  31  of  each  year. 

t  Includes  subscriptions  from  co-operatives  which  were  absorbed. 


throughout  Illinois  was  rapidly  shifting  from  its  previous  straight 
Rochdale  bias.  Support  was  received  from  miners,  railwaymen, 
steel  workers,  moulders,  and  other  unionists.  The  Co-operative 
League  at  this  time  placed  its  approval  on  the  new  plan  although 
it  later  reversed  its  judgment.2  A  Johnson  City  miner  well  ex- 
pressed the  current  attitude:  "We  used  to  have  an  old  Roch- 
dale co-operative  store,  but  we  do  more  business  in  a  week 

1  In  practice,  the  United  Mine  Workers  auditors  acted  in  this  capacity. 

2  Co-operation  (October,  19 19),  p.  159. 
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under  the  American  Rochdale  Plan  than  we  used  to  do  in  a 
month."1 

With  this  shift  in  sentiment  came  the  investing  of  workers' 
funds  in  the  Wholesale  with  a  consequent  relative  slackening  of 
support  for  local  independent  Rochdale  stores.  Especially  large 
were  the  investments  of  the  local  miners'  unions  and  the  district 
miners'  organizations.  At  a  convention  of  District  12  United 
Mine  Workers,  held  March  16,  1920,  the  district  organization 
voted  unanimously  to  match,  dollar  for  dollar,  all  miners'  local 
union  investments  in  the  Central  States  Co-operative  Wholesale 
Society,  up  to  the  amount  of  $5,000  each.  This  action  alone  pro- 
vided for  the  American  Rochdale  Plan  an  investment  exceeding 
$250,000.  In  Table  IV  are  summarized  the  organizations  con- 
tributing to  the  capital  of  the  Central  States  Co-operative  Whole- 
sale Society  and  the  amount  of  their  investments  from  19 18  to 
1922. 

Table  IV  shows  the  change  in  the  support  of  the  Central  States 
Co-operative  Wholesale  Society  from  the  affiliated  co-operatives 
to  the  unions.  Since  the  latter  group  was  primarily  interested  in 
the  promotion  of  the  American  Rochdale  Plan,  the  Central  States 
organization  increasingly  placed  its  efforts  in  furthering  branch 
store  development.  The  increase  in  the  individual  support  in  192 1 
resulted  from  a  shift  in  the  by-laws  encouraging  direct  participa- 
tion rather  than  union  investment. 

At  the  close  of  191 9  the  society  reported  a  surplus  of  $20,- 
783.3s2  and  during  the  months  that  followed  a  rapid  expansion 
ensued.  Calls  came  from  neighboring  states  to  launch  the  move- 
ment there,  Illinois  mining  centers  pressed  for  the  establishment 
of  more  stores,  and  officials  of  the  Central  States  Co-operative 
Wholesale  Society  were  forced  to   desert  the  wholesale  office 

1  Report  of  the  Second  Convention  of  the  Central  States  Co-operative  Wholesale 
Society,  p.  51. 

2  This  surplus  was  later  discovered  to  be  a  deficit  of  $40,618.15,  no  depreciation 
having  been  allowed  and  inventories  having  been  carried  at  inflated  values. 
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to  spend  their  time  in  opening  new  branches.  A  summary 
follows,  tracing  at  irregular  periods  the  number  of  stores  oper- 
ated: 

TABLE  V 

Total 
Month  Stores  in 

Operation 

February,  1919 1 

July,  1919 4 

January  20,  1920 15 

March  16,  1920 30 

April  10,  1920 34 

May  3,  1920 40 

February  26,  192 1 70 

Many  of  these  stores  were  Rochdale  enterprises  which  were 
turned  over  to  the  Central  States  Co-operative  Wholesale  Society 
to  operate  as  branches.  The  members  felt  that  centralized  con- 
trol would  bring  added  economies  and  insure  freedom  from  fi- 
nancial difficulties  such  as  had  embarrassed  so  many  Rochdale 
stores  in  the  early  months  of  1920.  The  greatest  case  of  absorp- 
tion was  the  taking  over  of  the  five  insolvent  Danville  Rochdale 
stores.  At  Decatur  a  vigorous  start  toward  Rochdale  co-opera- 
tion was  captured  by  the  American  Rochdale  Plan.  At  Centralia, 
Belleville,  Granite  City,  and  East  St.  Louis  the  American  Roch- 
dale Plan  had  its  strongholds.  Stores  were  also  scattered  through 
the  prosperous  mining  towns  of  Williamson  and  Franklin  coun- 
ties. The  branches  (with  the  exception  of  the  Danville  branches, 
which  were  supplied  from  a  branch  warehouse  at  Westville)  were 
within  easy  shipping  distance  of  the  main  office  at  East  St.  Louis. 

An  idea  of  the  business  done  may  be  gained  from  the  report  of 
the  branch  stores  during  five  weeks  of  the  months  of  March  and 
April,  1920  (Table  VI).1 

Officials  of  the  wholesale  were  most  enthusiastic.  Manager 

1  "Co-operation,"  by  Gordon  S.  Watkins,  University  of  Illinois  Bulletin  (March 
14,  1921),  p.  64. 
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McKechan  wrote:  "Before  the  year  is  out  we  will  have  stores  in 
every  labor  center  in  Illinois.1  ....  I  believe  that  the  American 
Rochdale  Plan  will  be  running  in  every  town  in  the  United  States 
before  five  years."2 

Even  as  expansion  continued,  forces  were  operating  which 
were  to  bring  the  development  to  a  halt.  In  the  first  place,  the 
genuine  as  well  as  the  spurious  co-operative  developments  center- 
ing in  Chicago  were  narrowing  the  area  of  expansion.  Especially 

TABLE  VI 


Week  Ending 

Number  of 

Stores 
Reporting 

Aggregate  Sales 

Average 
Operating 
Expense* 
(Per  Cent) 

March  6,  1920 

March  20,  1920 

March  31,  1920 

April  19,  1920 

April  24,  1920 

20 
25 
25 
27 
29 

$26,375-23 
36,178.68 
24,376.54 
29,914.63 
40,189. 11 

7-5 

6-5. 

9.0 

7.0 

5-0 

*  Includes  wholesale  costs. 

active  was  the  National  Co-operative  Association,  which  had, 
through  an  affiliated  organization,  spread  its  influence  across 
northern  Illinois,  Iowa,  and  Indiana.  Harrison  Parker's  Co-opera- 
tive Society  of  America  continued  to  expand  until  the  middle  of 
192 1,  often  coming  into  competition  with  the  Central  States  Co- 
operative Society  enterprises.  Furthermore,  private  individual 
and  chain  stores,  fearing  for  their  existence,  were  waging  price- 
cutting  wars  against  the  American  Rochdale  Plan  enterprises, 
Benton,  West  Frankfort,  Frankfort  Heights,  and  Sesser  being 
scenes  of  hostility.3  Added  to  the  difficulties  brought  on  by  this 
price  war  was  the  dissatisfaction  from  the  unusual  pricings 
caused  by  the  addition  of  a  10  per  cent  plus  2  per  cent  margin  on 

1  Letter  of  Robert  McKechan  to  R.  R.  Parish,  Flora,  Illinois,  March  15,  1920. 

2  Letter  of  Robert  McKechan  to  A.  V.  Craig,  March  8,  1920. 

3  "Subsidized"  stores  connected  with  other  wholesales  were  especially  active  in 
opposition.  Statement  of  Robert  McKechan,  August  12,  1923. 
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Central  States  Co-operative  Wholesale  Society  goods.  In  retail 
business  the  margins  on  different  goods  vary.  Staple  articles  are 
sold  near  or  below  cost,  and  most  profits  accrue  on  specialties.1 
Consequently,  when  a  fixed  per  cent  was  added  to  wholesale  cost, 
some  goods  seemed  comparatively  high  while  others  were  "given 
away."  But  even  with  this  pricing  system,  support  for  the  stores 
remained  strong  as  long  as  the  workers  felt  they  were  getting 
their  goods  "at  wholesale  prices." 

The  chief  undermining  force  was  the  failure  of  the  Central 
States  Co-operative  Wholesale  Society  management  to  build  up  a 
thoroughgoing  and  uniform  system  of  control — so  necessary  to  a 
business  with  widely  scattered  branches.  Officials  of  the  Central 
States  Co-operative  Wholesale  Society,  however,  gave  it  little 
attention,  as  shown  by  the  following  illustrations:  (i)  Indefinite 
orders  were  given  by  the  wholesale  office,  allowing  local  groups 
without  investigation  to  take  on  side-lines,  such  as  paints,  hard- 
ware, and  meats.  The  usual  reply  of  the  Central  States  office  to 
inquiries  was,  "Use  your  own  discretion."  This  resulted  in  no 
standard  procedure.  (2)  A  high  degree  of  efficiency  was  not  se- 
cured from  local  managers,  because  of  a  tendency  to  be  tardy  and 
inaccurate  in  reporting,  to  hire  too  much  help,  and  to  overstock.2 
(3)  Auditing  was  inefficiently  handled,  because  of  dependence 
upon  the  courtesy  of  District  Mine  Workers  for  the  requisite 
number  of  auditors.  Because  of  an  auditor's  influence,  most  of 
the  mine  workers'  auditors  were  political  appointees,  untrained 
for  their  positions.  President  Walker  later  remarked  that,  "As 
auditors,  they  would  make  excellent  ditch-diggers."3  (4)  Ade- 
quate control  was  lacking  at  the  wholesale  office.  Manager  Mc- 
Kechan  had  taken  upon  himself  the  burden  of  organizer,  whole- 

1  This  fact  is  especially  true  of  chain  stores.  See  Hayward  and  White,  Chain 
Stores,  pp.  109,  140. 

2  Much  of  this  difficulty  arose  from  failure  to  recruit  competent  managers. 

3  Statement  of  John  H.  Walker,  August  9,  1923. 
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sale  manager,  and  supervisor  of  local  stores.  His  time  was  con- 
stantly being  wasted  in  traveling  about  the  state  to  settle  small 
problems  of  administration.  Consequently,  his  whole  staff,  un- 
trained in  its  work,  proved  unable  to  handle  the  problems  effec- 
tively as  they  arose.  On  August  20,  1920,  after  a  day's  notice,  the 
clerks  in  the  wholesale  struck  for  an  increase  in  wages  of  $5  a 
week  although  they  were  at  the  time  being  paid  $2  more  than 
the  union  scale.  The  employment  of  a  new  group  broke  the  strike 
but  increased  the  difficulty  of  effectively  handling  goods. 

The  six  months  period  ending  June  30,  1920,  brought  sales  of 
$1,068,635.25,  each  month  showing  a  steady  increase.  The  man- 
agement was  hard  pressed  to  meet  the  demands  for  goods  and, 
finding  prices  ever  advancing,  bought  in  carload  lots  on  future 
contract.  Especially  was  it  difficult  to  obtain  adequate  quantities 
of  sugar.  In  March,  1920,  Manager  McKechan  ordered  three 
carloads  at  21^  cents  a  pound,  expecting  delivery  in  May,  June, 
and  July.  On  April  20  he  wrote:  "In  my  opinion,  you  will  see 
sugar  as  high  as  40  cents  a  pound."1  President  Walker,  who  was 
an  acute  observer  of  business  conditions,  became  concerned  about 
this  contract  and  wrote  the  manager  on  May  21,  saying,  "The 
contract  is  worded  in  a  way  that  they  can  hold  back  shipment 
until  the  price  is  cut  in  half,  as  they  propose  to  do,  and  then  com- 
pel you  to  accept  it."2  President  Walker  was  right;  all  three  car- 
loads arrived  on  July  26, 1920,  with  a  $46,000  sight  draft  attached, 
the  current  wholesale  price  at  the  time  being  23  cents.  The  sugar 
was  immediately  billed  to  local  stores  at  24  cents,  but  before  it 
could  possibly  be  sold  the  competive  price  abruptly  fell.  Manager 
McKechan  wired  local  stores  to  "cut  sugar  prices  and  send  in 
credit  slips."  This  vague  instruction  increased  the  loss,  as  many 
managers  became  overanxious,  selling  sugar  as  low  as  7  cents  a 
pound.  The  loss  on  the  deal  was  $36,000. 

1  Letter  of  Robert  McKechan  to  M.  P.  Murray,  April  20,  1920. 

2  Letter  of  John  H.  Walker  to  Robert  McKechan,  May  21,  1920. 
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e)  The  IQ20  convention  of  the  Central  States  Co-operative  Whole- 
sale Society. — On  September  12,  1920,  delegates  from  108  local 
unions  and  5  Rochdale  co-operatives  gathered  at  East  St.  Louis 
for  the  annual  convention  of  the  Society.  In  his  report,  President 
Walker  pictured  to  them  the  development  of  "a  substantial, 
healthy,  and  successful  organization,"  and  urged  that  workers 
look  forward  to  a  fundamental  economic  change  with  the  abolition 
of  the  private  employer  through  the  co-operative  system.  The 
development  of  the  past  year  he  termed  "a  magnificent  accom- 
plishment," estimating  the  saving  to  the  membership  as  $200,- 
000.  Regret  was  expressed  that  the  rapid  expansion  had  limited 
educational  activity;  a  co-operative  newspaper  was  advocated  to 
"refute  the  vicious  lying  statements  of  enemies."  The  develop- 
ment of  local  social  activity  was  urged,  a  community  center  move- 
ment being  suggested  where  workers  could  gather  to  read  and 
talk.  Summer  outings  were  also  recommended. 

The  manager's  report,  which  followed,  was  in  the  same  opti- 
mistic tenor.  Among  the  recommendations  made  were  the  estab- 
lishment of  an  overall  and  glove  factory  and  the  further  financing 
of  wholesale  operations  by  allowing  25  per  cent  of  the  union  in- 
vestment for  a  branch  store  to  be  left  with  the  central  office. 
Rochdale  stores  were  held  to  be  unsuccessful,  it  being  asserted 
that  fourteen  of  them,  which  had  been  taken  over  by  the  Central 
States  Co-operative  Wholesale  Society  as  branches,  were  in  a 
bankrupt  condition.  An  interesting  feature  of  the  report,  as  shown 
by  later  developments,  was  the  manager's  estimate  of  his  auditors: 
"The  work  of  these  gentlemen,  though  coming  from  the  picks 
....  compares  favorably  and  in  many  instances  is  much  better 
than  these  so-called  professionals."1  On  co-operative  education, 
he  stated:  "It  has  never  been  the  intention  of  the  Society  to 
spread  any  propaganda — we  have  been  satisfied  to  let  our  actions 

1  Report  of  Second  Convention,  Central  States  Co-operative  Wholesale  Society, 
p.  21. 
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speak  louder  than  our  words."1  Later  the  Committee  on  Officers' 
Reports  praised  him  on  his  able  administration.2 

A  very  favorable  financial  statement  was  next  presented  to 
the  convention,  this  showing  a  net  profit  of  $14,384.34  on  an  in- 
vestment of  $282,736.37  for  the  six  months  period  ending  July  6, 
1920.3  The  auditing  was  done  by  Secretary  Schaefer  and  W.  C. 
Sharpe  (one  of  the  District  Mine  Workers'  auditors).  From  the 
enthusiastic  reports  given  and  the  financial  statement  submitted, 
the  society  was  apparently  prospering.  The  Committee  on  Offi- 
cers' Reports  commended  Secretary  Schaefer,  expressing  the  be- 
lief that  adequate  and  needed  safeguards  had  been  instituted.4 

In  the  explanatory  statement  accompanying  the  balance 
sheet,  however,  appeared  a  statement  which  presumably  was  not 
carefully  read.  It  ran,  "The  balances  shown  to  be  due  from  the 
affiliated  branch  stores  were  taken  from  their  accounts  on  the 
ledger  at  the  wholesale."5  This  apparently  harmless  remark  in 
reality  showed  a  fundamental  error  in  accounting;  one  which,  un- 
noticed, was  later  to  be  instrumental  in  leading  the  Central  States 
Co-operative  Wholesale  Society  into  insolvency.  As  noted  above, 
the  wholesale  carried  the  accounts  of  branch  stores  on  a  cost  plus 
10  per  cent,  instead  of  an  invoice  cost,  basis.  (More  conservative 
accounting  would  demand  present  worth  or  cost,  whichever  were 
lower.)6  Thus  10  per  cent  of  the  retail  stores'  inventory  was  un- 
realized profits.  If  this  10  per  cent  is  deducted  from  the  "Due 
from  Local  Stores"  account,  a  loss  of  $13,448.18  is  revealed  in- 
stead of  a  gain  of  $14,384.34. 

1  Ibid.,  p.  20.  2  Ibid.,  p.  64. 

^  Ibid.,  pp.  32-34- 

-» President  Walker  stated  that  from  $400  to  $500  was  being  saved  by  not  hiring 
outside  auditors.  Ibid.,  p.  32. 

s  Ibid.,  p.  34. 

6  Paton  and  Stevenson,  Principles  of  Accounting,  p.  477. 
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This  audit  was  not  only  defective  in  overstating  the  merchan- 
dise inventory  at  retail  branches,  but  the  $20,783.38  of  surplus 
shown  by  the  audit  of  the  previous  December  came  forward  in 
the  July  balance  sheet  as  $2,424.56.  The  explanation  was  that  no 
depreciation  had  been  subtracted  in  191 9.  However,  as  $3,148.72 
was  the  figure  mentioned  as  1919  depreciation,  $15,210.10  was  still 
unaccounted  for  between  the  two  statements.1  Apparently  cur- 
rent costs  were  being  charged  against  past  surplus,  allowing  a 
high  per  cent  of  profit  to  be  shown. 

That  it  might  keep  pace  with  the  growth  of  the  Society,  the 
constitution  underwent  revision.  It  was  provided  that  loan 
capital  might  not  be  withdrawn  except  on  dissolution  of  the  local 
branch  store  for  which  the  money  had  been  invested.  An  educa- 
tional department  was  authorized  and  was  granted  a  limited  fi- 
nancial support.  Rules  were  drawn  up  to  guide  the  operation  of 
branch  stores,  a  local  board  of  directors  being  provided  who  were 
charged  with  the  maintenance  of  local  interest  and  activity. 

Perhaps  the  outstanding  feature  of  the  convention  was  the  re- 
port of  the  Educational  Committee,2  which  outlined  a  procedure 
for  organizing  co-operative  stores.  "It  is  best  that  members  be 
neighbors  or  bound  by  some  fraternal  tie,  or  be  members  of  the 
same  union,  community  center,  or  other  organization,  which  al- 
ready gives  a  sense  of  kinship  and  solidarity.  Stores  should  be 
started  without  the  aid  of  a  paid  organizer."3  The  object  of  the 
co-operative  movement,  as  stated,  was  not  only 

to  give  better  access  to  the  necessities  of  life  ....  but  to  create  and  increase 
the  human  hunger  for  life.  It  is  only  to  the  unthinking  that  success  in  co- 
operation is  measured  by  the  commercial  profits  a  well-administered  store 
allows  its  members.  The  real  success  will  best  be  achieved  by  those  who 
train  their  minds,  sharpen  their  intellects,  and  increase  their  knowledge. 

1  For  balance  sheets  of  the  Society,  see  Appendix  B. 

2  Roy  Shanks,  chairman. 

3  Report  of  Central  States  Co-operative  Wholesale  Society  Convention,  pp.  74,  75 
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The  program  recommended  included  classes  on  co-operative  edu- 
cation "not  consisting  solely  of  propaganda  or  past  history  but 
embracing  also  a  knowledge  of  present-day  business  economics 
and  business  administration."  "Every  society  can  wisely  appro- 
priate time  and  money  to  this  fund."  Centralized  guidance  was 
to  be  provided  by  an  educational  department  to  be  established 
by  the  Central  States  Co-operative  Wholesale  Society.1  The  re- 
port was  adopted  with  considerable  enthusiasm.2  Vice-president 
Haywood  stressed  the  need  for  arousing  local  interest  through 
social  functions  and  education  in  co-operative  principles.3 

Despite  the  hostility  of  President  Walker,  Dr.  J.  P.  Warbasse, 
president  of  the  Co-operative  League  of  America,4  was  present  at 
the  convention  and  challenged  the  soundness  of  the  new  plan. 
Given  the  opportunity  to  speak,  he  promptly  assailed  the  view 
that  "the  only  thing  that  can  succeed  in  the  United  States  is  some 
sort  of  chain  store  enterprise."5  He  added: 

I  am  persuaded  you  will  begin  to  take  a  big  interest  in  the  problem  of  co- 
operative education  and  as  a  result  I  predict  you  will  convert  your  American 
Rochdale  movement  into  the  old-fashioned  Rochdale  movement  again.  You 
are  really  stretching  a  point  to  call  an  American  Rochdale  store  a  co-opera- 
tive store.  I  think  the  right  name  is  a  trade  union  store.  Experience  of  the 
world  has  shown  that  co-operation  has  got  to  stand  apart  and  be  independent 
of  any  other  kind  of  organization.6 

President  Walker  answered  the  contention: 

I  used  to  believe  it  inevitable  that  the  safe  and  sure  footing  of  education 
....  would  lead  us  back  into  the  Rochdale  movement.  I  am  not  sure  of  it 

now;  we  are  living  in  a  practical  age The  check-off  system  applied  to 

co-operation7  will  get  us  the  finances  of  the  indifferent  ....  enabling  the 

1  Ibid.,  pp.  74-75-  2  Ibid.,  p.  73.  3  Ibid.,  p.  76. 

4  A  national  educational  federation  of  co-operatives. 

5  Report  of  Second  Convention  of  the  Central  States  Co-operative  Wholesale  Society, 
P.  37. 

6  Ibid.,  p.  39. 

7  This  referred  to  a  system  of  support,  compulsory  for  all  union  members,  ob- 
tained by  the  granting  of  union  funds  to  the  co-operative  movement. 
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men  and  women  who  understand  the  need  of  a  co-operative  movement 
....  to  help  even  those  people  and  to  build  up  the  great  co-operative 
movement.1 

Vice-President  Haywood  went  even  further,  stating  that  with- 
out labor  union  support  the  wholesale  would  have  been  out  of 
business;  that  the  interests  of  the  two  movements  were  identical; 
that  democratic  centralization  was  necessary.2 

After  an  exchange  of  experiences,  officers  were  re-elected.  The 
new  board  of  directors  contained  only  two  representatives  of 
affiliated  Rochdale  co-operatives,  thus  indicating  the  strength  of 
the  support  of  the  branch  store  plan. 

/)  The  effect  of  depression  on  the  Central  States  Co-operative 
Wholesale  Society. — Al though  the  convention  planned  for  a  rapid 
expansion,  October,  1920,  marked  the  peak  of  strength  of  the 
American  Rochdale  development.  Delegates  returned  to  their 
local  unions  carrying  news  of  Central  States  progress,  which  re- 
sulted in  the  organization  of  fifteen  new  stores  before  January, 
192 1.  But,  despite  signs  of  a  healthy  and  flourishing  wholesale, 
market  conditions  were  aiding  the  undermining  of  the  organiza- 
tion for,  as  Manager  McKechan  wrote  on  November  twenty- 
ninth  to  President  Walker,  "Futures  have  to  be  placed  in  Febru- 
ary for  September  and  October  deliveries.  Everything  looked 
good  last  February,  March,  and  April — even  as  late  as  July;  then 
the  bottom  dropped  out  of  everything  and  it  is  only  a  question 
of  getting  out  from  under  the  best  we  can."3  President  Walker 
was  at  the  time  fearful  of  overstocking,  and  advised  the  manage- 
ment to  go  cautiously: 

I  want  again  to  say  to  you  (I  don't  want  you  to  think  I  am  doing  it  in 
any  carping  way,  but  because  I  realize  how  powerful  our  enemies  are  and 

1  Report  of  Second  Convention  of  the  Central  States  Co-operative  Wholesale  Society, 
pp.  41,  42. 

2  Report  of  Second  Convention  of  the  Central  States  Co-operative  Wholesale  Society, 
P-  56. 

3  Letter  of  Robert  McKechan  to  John  H.  Walker,  November  29,  1920. 
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what  the  danger  of  being  wiped  out  completely  is,  if  we  get  ourselves  so 
deeply  involved  that  we  cannot  meet  our  obligations)  that  we  should  run 
with  an  under-stock  rather  than  an  over-stock  and  take  no  chances  finan- 
cially.1 

The  wholesale  was,  however,  badly  caught  on  the  price  slump, 
this  warning  having  been  but  little  heeded.  Indeed,  a  later  audit 
(1923)  showed  that  the  Central  States  organization  added 
$202,579.05  to  its  loss  during  1920.  This  made  a  total  loss  from 
operation,  up  to  January  1,  1921,  of  $243,197.20;  or  two-thirds 
of  the  total  investment  of  $3 2 9. 70 2. 98. 2  This  fact,  however,  re- 
mained unknown  to  Central  States  officials  through  the  depres- 
sion period. 

An  outstanding  incident  of  overpurchasing  on  the  falling 
price  level  was  the  contracting  for  5,000  barrels  of  flour  at  $12.85 
a  barrel3  (eight  hundred  barrels  more  than  the  managers  of  the 
branch  stores  had  ordered  at  the  February,  192 1,  managers'  meet- 
ing). The  flour  was  to  be  delivered  at  the  option  of  the  wholesale, 
the  agreement  being  that  no  other  hard  wheat  flour  would  be  used 
until  all  deliveries  had  been  made.  Shortly  after  this  contract  was 
placed,  the  market  sagged  and  flour  sold  at  $1 1.50  a  barrel.  Man- 
ager McKechan  was  convinced  that  flour  prices  would  rise  and 
attempted  to  make  up  some  of  the  loss  by  buying  2,500  more 
barrels  at  $10  a  barrel.4  The  market  again  dropped,  this  time  to 
$7  a  barrel,  but  later  recovered  to  $8.  Had  the  flour  been  de- 
livered at  the  low  price  level,  a  $38,000  loss  would  have  been 
incurred.5 

1  Letter  of  John  H.  Walker  to  Robert  McKechan,  November  26,  1920. 

2  Audit  by  Marwick,  Mitchell,  accountants,  January,  1923. 

3  Eighty-five  cents  below  the  current  market  price. 

4  This  price,  below  the  current  quotations,  was  secured  through  a  friend  of 
Manager  McKechan.  (Interviews  with  Robert  McKechan,  August  13  and  21, 
1923-) 

s  The  question  of  the  liability  of  the  Central  States  Co-operative  Wholesale 
Society  was  still  unsettled  (August,  1923),  the  milling  concern  offering  to  revise  the 
contract,  receiving  partial  payments  of  the  indebtedness. 
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In  many  other  lines,  especially  corn  flakes,  soap,  and  "off 
brands"  of  merchandise,  the  wholesale  was  similarly  overstocked, 
and  took  large  losses.  As  the  price  adjustments  of  the  retail 
branches  were  made  slowly,  reluctantly,  and  largely  on  the  initia- 
tive of  local  store  managers,  many  private  retailers  who  had  no 
large  reserve  supply  of  goods  were  in  an  advantageous  position, 
being  soon  able  to  sell  out  their  old  stocks  and  begin  anew  on  the 
lower  price  level.  The  position  of  the  Central  States  society's 
stores,  on  the  other  hand,  was  just  the  opposite.  Trade  dropped 
off,  local  managers  complained,  customers  demanded  credit  and 
delivery,  apathy  and  discontent  were  the  order  of  the  day,  and 
rumors  of  the  Wholesale's  losses  brought  in  demands  from  local 
unions  for  the  return  of  their  invested  funds.  Unfortunate  Man- 
ager McKechan  found  himself  inundated  with  letters  such  as  the 
following: 

They  are  all  against  the  store  here;  local  789  claims  they  want  to  with- 
draw— send  a  man  here  to  explain  why  prices  are  high.1 

I  can  get  white  beans,  same  brand  as  you  sent  me  yesterday  at  $6.25, 
for  $5.50  here  without  freight;  you  charge  $9.50  for  sugar  which  I  can  get 
here  at  $7.70;  while  for  rice  you  charge  $8.50,  here  at  $6.25  ....  a  number 
of  other  things  vary  almost  as  much I  have  to  meet  close  competi- 
tion  Other  merchants  have  made  the  boast  that  this  store  will  not 

be  open  for  business  much  longer  so  give  me  the  best  prices  you  can.2 

During  this  storm  of  complaints  Manager  McKechan,  who 
was  putting  in  a  seven-day  week  and  very  nearly  a  sixteen-hour 
day,  remained  optimistic.  "The  only  thing  we  can  do  is  to  keep 
our  heads  level,  let  those  who  have  goods  to  give  away,  give  them 
away.  The  market  will  some  day  stabilize  and  we  will  come  into 
our   own."3  With   this   attitude,    Central   States   Co-operative 

1  Letter  of  A.  B.  Page,  manager  at  Frankfort  Heights,  to  Robert  McKechan, 
December  20,  1920. 

2  Union  Supply  Association,  Benton,  to  Robert  McKechan,  February  15,  192 1. 

3  Letter  of  Robert  McKechan  to  Danville  Co-operative  Society,  December  13, 
1920. 
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Wholesale  Society  officials  undertook  the  task  of  holding  the 
branch  stores  together  and  even  of  extending  American  Rochdale 
development.  In  this  endeavor  they  succeeded  in  enlisting  $150,- 
000  of  additional  financial  support  from  the  United  Mine  Workers 
and  by  careful  manipulation  avoided  any  showing  of  large  losses 
at  the  1 92 1  Co-operative  convention.  Special  emphasis  was 
placed  on  the  enlisting  of  a  more  complete  patronage  from  Roch- 
dale societies  and,  by  a  series  of  new  administrative  devices,  the 
attempt  was  made  to  rebuild  chain  store  co-operation  on  a  suc- 
cessful basis.  Attention  was  called  to  the  necessity  of  co-operative 
education  and  a  closer  contact  with  the  membership. 

An  undercurrent  of  unsound  economic  policies  and  miners' 
union  politics,  however,  had  enveloped  the  movement,  rendering 
futile  the  effort  of  recovery.  In  the  next  chapter  the  attempt  at  a 
revival  will  be  traced. 


CHAPTER  VI 

THE  CO-OPERATIVE  CHAIN  STORES  OF  THE 
ILLINOIS  MINERS 

II.      THE  FAILURE  OF  THE  AMERICAN 
ROCHDALE  PLAN 

The  high  hopes  which  leaders  had  for  the  national  growth  of 
the  Central  States  Co-operative  Wholesale  Society  were  short- 
lived. In  its  rapid  expansion  unfortunate  purchases  had  been 
made,  accounting  control  was  defective,  many  local  managers 
were  incompetent,  and,  with  the  increase  in  unemployment,  sup- 
port was  rapidly  waning.  Indeed,  every  indication  pointed  toward 
bankruptcy  in  the  early  months  of  1921,  for  losses  were  steadily 
increasing  as  members  continued  to  show  apathy  toward  the 
organization  they  had  built  up.  The  prevalent  lack  of  interest 
was,  indeed,  well  illustrated  by  a  letter  of  one  of  the  branch 
managers  to  the  central  office: 

My  store  committee  tells  me  I  am  high  on  overalls.  The  chairman  says 
he  can  get  them  downtown  for  $2.00  and  he  went  there  to  get  them;  do  you 
call  that  co-operation?  A  union  man  will  get  the  union  label  goods  regardless 
of  price  and  ask  no  questions;  he  will  get  a  union  hair-cut;  he  will  go  to  a 
clothier,  ask  for  a  union  clerk,  and  buy  a  union-made  suit,  but  he  will  not 
buy  from  a  co-operative  store  where  the  clerks  belong  to  the  union  and  with 
his  own  money  invested  in  the  Central  States  Co-operative  Wholesale,  but 
he  would  rather  go  to  some  scab  cut-rate  shop  in  order  to  save  a  few  pennies.1 

To  secure  much-needed  support,  three  plans  were  launched : 
the  first  was  a  co-operative  educational  effort;  the  second,  a  strug- 
gle for  more  branch  stores;  and  the  third,  an  attempt  to  secure 

1  Letter  of  Fred  Weidenbumer,  manager  of  .Danville  Co-operative  Store,  No.  2, 
to  Robert  McKechan,  December  13,  1920. 
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more  trade  from  such  Rochdale  co-operatives  as  remained  inde- 
pendent of  the  Central  States  Co-operative  Wholesale  Society. 

In  the  first  effort,  the  officers  of  the  wholesale  attempted  to 
inculcate  in  union  members  a  sense  of  loyalty.  Under  the  guid- 
ance of  President  Walker1  and  E.  D.  MacDougal,  a  newly  ap- 
pointed educational  director,  steps  were  taken  to  popularize  the 
principle,  "A  real  co-operator  will  refuse  to  scab  at  any  price, 
destroying  his  own  co-operative."2  Plans  were  laid  for  the  holding 
of  a  school  at  East  St.  Louis,  Illinois,  to  teach  co-operative  funda- 
mentals to  prospective  managers.  Study  courses  were  also  pre- 
pared for  use  by  branch  store  members  and  shortly  afterward  a 
monthly  magazine  was  published. 

To  secure  additional  funds,  propaganda  was  spread  to  inde- 
pendent miners'  co-operatives  urging  them  to  become  branches 
of  the  Central  States  Co-operative  Wholesale  Society  and  thus 
secure  the  advantages  of  centralized  purchasing  power,  uniform 
and  adequate  control,  and  joint  educational  work.  These  merits 
of  consolidation  were  indeed  so  enticing  that  a  number  of  the 
larger  and  more  successful  Rochdale  stores  joined.  At  the  close 
of  1920,  the  Mascoutah  society,3  which  was  paying  10  per  cent 
purchase  dividends,  was  taken  over,  and  shortly  afterward  the 
Maryville  society,  which  had  an  even  longer  record  of  prosperity, 
followed.  On  January  8,  192 1,  the  Glen  Carbon  miners'  store,  one 
of  the  Illinois  pioneer  enterprises,  turned  over  a  $20,000  stock, 
and  in  August,  1921,  the  Kincaid  Co-operative  Society  was  ab- 
sorbed. 

As  this  campaign  progressed,  unsuccessful  efforts  were  made 
to  secure  wholesale  trade  from  independent  Rochdale  stores.  Al- 
though 5  per  cent  dividends  on  wholesale  purchases  were  returned 
at  the  close  of  1920,  few  orders  had  been  forthcoming,4  the  prevail- 

1  Also  president  of  the  Illinois  State  Federation  of  Labor. 

2  Circular  issued  by  John  H.  Walker  (1921).  3  Invested  capital,  $21,000. 
4  This  purchase  dividend  was  largely  paid  out  of  surplus. 
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ing  impression  being  that  the  wholesale  was  not  only  high-priced 
but  also  gave  poor  service  and  furnished  inferior  goods.  Manager 
McKechan,  however,  felt  that  the  difficulty  lay  in  the  fact  that 
competing  wholesales  would  undercut  so  as  to  eliminate  the 
Central  States  Co-operative  Wholesale  as  a  competitor.  Conse- 
quently, he  was  not  hopeful  as  to  the  outlook.  He  said,  "I  know 
no  remedy  other  than  to  let  them  continue  the  practice  they  are 
pursuing  until  they  practically  go  broke."1  Indeed,  he  would  not 
even  undertake  the  responsibility  of  recommending  managers  for 
Rochdale  stores  and,  on  January  25,  192 1,  wrote:  "I  am  very 
sorry  to  see  that  the  farmers  are  contemplating  starting  stores  on 
the  old  Rochdale  method.  I  can  see  nothing  but  failure  in  this 
method  of  doing  business."2 

President  Walker,  however,  felt  that  the  Central  States  Co- 
operative Wholesale  Society  might  bring  pressure  on  such  Roch- 
dale societies  as  did  not  furnish  support.  He  stated:  "If  we  can 
get  the  facts  to  the  people  who  are  to  be  benefited,  managers  who 
stand  in  the  way  will  be  eliminated."3  This  policy  was  ineffective 
and  created  only  a  breach  between  the  two  types  of  co-operative. 
The  Central  States  Society  was  forced  to  continue  its  work  of 
supplying  branch  stores  with  little  support  from  the  independent 
co-operatives. 

The  leadership  and  financial  solvency  of  the  Central  States 
Co-operative  Wholesale  Society,  however,  remained  unchal- 
lenged. Financial  reports  were  published  which  showed  low  op- 
erating expenses  and  no  indication  of  losses.  Prices  were  falling 
less  rapidly  as  the  summer  of  192 1  closed,  a  number  of  the  more 
inefficient  managers  had  been  shifted  to  clear  up  local  difficulties, 
and  on  the  whole  the  accounting  control  had  improved. 

1  Letter  of  Robert  McKechan  to  John  H.  Walker,  January  31,  192 1. 

2  Letter  of  Robert  McKechan  to  Union  Supply  Association,  Willisville,  Janu- 
ary 25,  1921. 

3  Letter  of  John  H.  Walker  to  Robert  McKechan,  January  28,  192 1. 
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a)  The  IQ21  convention  of  the  wholesale. — The  external  signs  of 
prosperity  were  thus  still  evident  when  the  call  went  out  for  the 
192 1  convention  of  the  Central  States  Co-operative  Wholesale 
Society,  specifying  as  a  purpose  the  determination  of  whether  to 
"arrange  for  funds  to  build  our  own  flour  and  cereal  mill  and  to 
save  for  ourselves  the  profit  that  the  manufacturer  is  taking."1 
Delegates  gathered  on  September  11,  192 1,  at  East  St.  Louis  to 
hear  the  report  of  the  president. 

In  his  opening  remarks,  President  Walker  urged  the  appoint- 
ment of  a  successor,  stating  that  the  movement  had  grown  so  large 
as  to  demand  an  executive  who  could  not  only  speak  with  author- 
ity on  co-operation  but  who  could  devote  his  entire  time  to  the 
work.  As  president  of  the  Illinois  State  Federation  of  Labor,  Mr. 
Walker  felt  himself  unable  to  handle  capably  the  burden  nec- 
essitated by  the  rapid  expansion  from  four  stores  in  July,  191 9, 
to  sixty-nine,  two  years  later.  Decrying  the  lack  of  independent 
Rochdale  society  support,  he  urged  an  even  greater  educational 
program,  stating  that  the  Central  States  Co-operative  Wholesale 
had  been  forced  to  take  over  four  more  Rochdale  stores  "collaps- 
ing through  local  neglect."2  He  complimented  Manager  Mc- 
Kechan  for  the  remarkably  efficient  handling  of  affairs,  stating 
that  the  20  per  cent  merchandise  price  decline  would  have  nec- 
essitated a  $121,475.85  loss  except  for  careful  planning  which  re- 
duced the  loss  to  $12,805.46 — this  sum  included  $8,484.72  of 
interest  on  share  and  loan  capital  as  well  as  depreciation.  Labor 
organizations  were  thanked  for  their  support,  particular  mention 
being  made  of  the  Indiana  State  Federation  of  Labor,  whose  rep- 
resentative had  come  to  discuss  the  opening  in  Indiana  of  a 
Central  States  branch  wholesale.3 

1  Call  of  Convention  of  the  Central  States  Co-operative  Wholesale  Society, 
September  11,  192 1. 

2  Proceedings  of  Convention  of  Central  States  Co-operative  Wholesale  Society,  Sep- 
tember 11,  1921,  p.  12. 

3  Proceedings  of  IQ21  Convention  of  the  Central  States  Co-operative  Wholesalet 
September  11,  1921,  p.  15. 
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Mr.  Walker  felt  that  the  weakest  point  of  the  Central  States 
Co-operative  Wholesale  Society  was  inadequate  capitalization,  as 
it  was  not  always  possible  to  take  discounts,  buy  at  opportune 
times,  carry  as  comprehensive  a  line  of  goods  as  was  desirable,  or 
gain  the  increased  earning  power  to  be  secured  by  entering  the 
production  field.  He  was  certain  that  flour  and  feed  mills  and 
bakeries  (with  the  future  possibility  of  cigar,  tobacco,  and  under- 
taking supply  factories)  would  prove  most  advantageous;  he  ad- 
vocated an  additional  charge  of  i  per  cent  on  branch  store  retail 
prices  to  yield  approximately  $26,000 — the  requisite  capital.1 

The  next  report  was  made  by  the  secretary-treasurer,  who 
set  forth  the  same  explanation  of  losses  and  stated  that  really  a 
$250,000  saving  had  been  effected,2  by  serving  "as  a  barometer, 
keeping  competitors  within  reason  and  preventing  these  profiteers 
from  deliberately  robbing  the  consumer."3  Then  followed  a  very 
favorable  report  of  the  audit  of  the  wholesale  made  by  the  secre- 
tary and  by  one  of  the  District  Mine  Workers'  auditors.4  Sales 
for  the  year,  July,  1920,  to  July,  1921,  had  totaled  $2,547,552.21, 
on  which  but  $12,805.46  had  been  lost.  Merchandise  inventories 
at  the  branch  stores,  however,  were  carried  on  a  retail  price  basis. 
Had  this  error  been  corrected  the  amount  of  loss  would  have  been 
shown  as  $64, 893. 42. s  It  was  later  discovered  that  the  loss,  ac- 
curately stated,  was  in  excess  of  $2  75,ooo.6 

1  President  Walker  either  failed  to  take  competition  into  account  or  had  great 
faith  in  co-operative  support. 

2  Ten  per  cent  saving  on  total  sales. 

*  Proceedings  of  IQ21  Convention  of  the  Central  States  Co-operative  Wholesale 
Society,  p.  21. 

4  W.  C.  Sharpe. 

s  Retail  store  inventories  were  carried  at  $520,879.49,  which  amount  was  the 
wholesale's  cost  plus  10  per  cent.  Deducting  10  per  cent  to  place  the  inventories  on  a 
cost  basis  adds  $52,087.95  to  the  loss. 

6  An  audit  of  Marwick,  Mitchell  and  Co.,  accountants  (1923),  showed  a  loss  at 
the  close  of  1920  at  $243,000,  ninety  thousand  being  added  as  the  192 1  loss.  Prob- 
ably, by  September,  192 1,  the  amount  was  in  excess  of  $275,000.  See  Appendix  B. 
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Some  of  the  more  canny  miners  were  skeptical  of  the  report, 
criticizing  it  not  on  the  basis  of  its  accuracy  but  on  the  ground 
that  it  was  not  made  by  the  three  elected  auditors  prescribed  by 
the  society's  constitution.  A  heated  discussion  ensued  in  the 
course  of  which  President  Walker  remarked  that,  with  the  effi- 
cient and  skilled  service  of  Mr.  Sharpe  and  Secretary  Schaefer 
(furnished  gratis  by  the  District  Mine  Workers),  it  was  too  great 
an  expense,  considering  a  $12,000  deficit,  to  hire  auditors.  Since 
Secretary  Schaefer  had  had  twelve  years'  experience  and  was 
"considered  not  only  by  mine  workers  but  also  by  business  men 
outside,  one  of  the  best  auditors  to  be  found  in  the  country,"1  he 
felt  they  had  gotten  a  real  audit  for  nothing  and  could  depend 
upon  it.  Had  there  been  a  loss  of  $120,000  incurred  through  the 
rapid  drop  in  prices,  all  the  organizations  which  had  invested 
would  have  been  trying  to  get  their  money  out;  but  since 
through  our  experience  we  have  been  able  to  offset  so  that  in  actual  loss  we 
are  out  about  $3,ooo,2 1  knew  we  could  save  this  great  amount  of  loss  .... 
which  would  mean  saving  the  movement  itself.3  ....  An  expert  account- 
ant may  be  an  enemy  to  the  movement  and  ....  may  furnish  information 

to  its  injury I  believe  if  we  had  hired  a  firm  composed  of  the  best 

experts  in  the  country  they  would  not  have  done  any  nearer  right  than  the 
auditors  from  our  organization.4 

The  result  was  that  President  Walker  was  upheld,  the  directors 
being  empowered  to  appoint  the  wholesale's  auditors.5 

Other  lively  tilts  which  characterized  the  convention  arose 

1  Proceedings  of  Third  Convention  of  the  Central  States  Co-operative  Wholesale 
Society,  p.  40. 

2  Figured  before  interest  and  depreciation. 

3  Apparently  President  Walker  was  trying  to  bridge  a  difficult  situation — the 
meaning  is  not  clear. 

4  Proceedings  of  Third  Convention  of  the  Central  States  Co-operative  Wholesale 
Society,  p.  42. 

5  Ibid.,  p.  72.  Secretary  Schaefer  later  declined  renomination,  but  on  a  plea  by 
President  Walker  was  re-elected,  being  assured  of  an  assistant  to  help  carry  the  in- 
creasing burden  {ibid.,  p.  75). 
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over  such  questions  as  the  selling  of  goods  at  market  prices,  secur- 
ing union  guaranties  of  members'  credit,  co-operation  with  farm- 
ers, and  the  establishment  of  a  flour  mill  in  conjunction  with  the 
union  of  flour,  feed,  and  cereal  mill  employees.  The  first  issue, 
raised  by  the  educational  director,  was  tabled  because  of  Presi- 
dent Walker's  opposition.1  A  definite  split,  however,  came  over 
the  question  of  credit  guaranties.  President  Walker  and  Manager 
McKechan  favored  this  move,  believing  that  it  would  allow  work- 
ers to  pay  back  during  the  months  of  good  work  the  credit  which 
had  been  advanced  during  the  slack  season.  The  opposition  of 
Vice-President  Haywood,  who  saw  that  the  motion  was  another 
attempt  to  secure  mine  workers'  support  and  advised  the  conven- 
tion "not  to  ride  a  good  horse  to  death,"  was  sufficient  to  defeat 
the  measure.2 

The  issue  of  co-operation  with  farmers,  always  a  controversial 
one,  was  given  its  usual  indecisive  treatment.  A  committee  had 
recommended  "a  closer  affiliation  with  farmers  so  that  they  might 
understand  our  (Central  States  Co-operative  Wholesale  Society) 
efforts  and  aims  and  that  we  might  have  their  assistance  in 
eliminating  the  profit-taking  middleman  who  preys  alike  on  them 
and  us."3  To  carry  out  this  end,  they  had  urged  the  appointment 
of  an  agent  to  deal  directly  with  farmers.  Opposition  immediately 
developed.  One  delegate  called  farmers  potential  competitors, 
supplying  themselves  with  potatoes  and  sugar  at  lower  prices  than 
those  of  the  workers'  co-operatives.  A  second  delegate,  from  a 
farmer-labor  store,4  said  that  farmers  lacked  co-operative  educa- 
tion as  they  were  always  looking  around  for  penny  savings.  He 
was  followed  by  a  far-seeing  co-operator  who  urged  that,  "We 

1  Proceedings  of  Third  Convention  of  the  Central  States  Co-operative  Wholesale 
Society,  p.  75. 

2  Ibid.,  p.  100. 

3  Ibid.,  p.  89. 

4  George  Anheuser,  of  the  Producers'  and  Consumers'  Co-operative  Society  of 
Mascoutah,  Illinois. 
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must  eventually  own  everything  as  consumers" — that  the  dual 
interest  would  bring  an  eventual  split.  The  matter  was  finally 
left  to  the  directors  for  decision.1 

On  the  issue  of  launching  a  milling  enterprise,  the  sentiment 
was  that  adequate  funds  were  unavailable.  Consequently,  Presi- 
dent Walker  urged  for  the  first  time  the  indorsement  of  producers' 
co-operation.  He  asked  that  the  society  get  in  touch  with  the 
union  of  flour,  feed,  and  cereal  mill  employees  and  ask  them  to 
raise  $20,000  to  establish  a  permanent  institution  "and  use  the 
mill  as  a  lever  in  enforcing  recognition  of  the  union  ....  working 
in  conjunction  with  the  Central  States  Co-operative  Wholesale 
Society  ....  yet  those  who  were  interested  having  complete  con- 
trol of  the  separate  proposition."2  This  issue  was  also  referred  to 
the  directors. 

Immediately  following  the  convention,  Manager  McKechan 
reported  that  a  two  months'  business  of  $400,000  had  wiped  out 
the  $12,000  deficit,  and  after  paying  interest,  left  an  $8,000  gain 
at  the  end  of  fourteen  months  of  depression  and  falling  prices.3 
Thus,  the  few  objectors  were  silenced  and  delegates  felt  satisfied 
that  their  organization  had  been  well  guided  through  a  difficult 
period.  The  convention  closed  with  the  re-election  of  officers. 

b)  The  disruption  of  the  movement. — In  the  following  year, 
1921-22,  the  strain  on  the  organization  became  even  more  acute. 
The  harmonious  co-operation  which  had  earlier  prevailed  disap- 
peared and  continual  friction  developed  between  the  central 
management  and  the  stores.  The  overhead  costs  of  the  wholesale 
were  found  to  be  larger,  resulting  in  the  raising  of  the  sales  margin 
on  wholesale  cost  from  10  plus  2  per  cent  to  15  plus  2  per  cent. 
This  action  made  members  even  less  friendly. 

A  few  illustrations  of  local  conditions  may  bring  out  more 

1  Proceedings  of  the  Third  Convention  of  the  Central  States  Co-operative  Wholesale 
Society,  p.  94. 

2  Ibid.,  p.  88.  3  lbid.}  p.  102. 
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clearly  the  difficulties  encountered.  Many  of  the  statements  are 
exaggerated  but  they  nevertheless  show  the  problem  faced. 

i.  D.  E.  Butler,  manager  of  the  Granite  City  store,  was  most  popular 
with  the  local  group,  doing  a  $17,000  to  $20,000  monthly  business.  Manager 
McKechan  arbitrarily  removed  Butler,  charging  (with  some  truth)  that  But- 
ler was  selling  below  cost  and  was  running  a  high  overhead.  Mr.  J.  D.  Adkin- 
son  had  replaced  him  to  "run  the  store  on  a  scientific  basis."  This  move  not 
only  created  an  active  and  powerful  competition  (Butler  stepped  out  to  run 
an  opposing  store)  but  it  also  ruined  local  support;  sales  dropped  to  $6,000  a 
month  with  a  consequent  higher  overhead,  which  finally  resulted  in  the  clos- 
ing of  the  store.  Delegate  Jennings  of  Granite  City  later  stated  that  Central 
States  Co-operative  Wholesale  Society  prices  had  been  ten  to  fifteen  per  cent 
higher  than  those  of  competitors,  asking  "why  a  wholesale  supplying  fifty 
stores  could  not  buy  at  a  price  that  would  enable  their  stores  to  compete 
against  any  little  shack  of  a  store."1 

2.  Mr.  McDurmott  of  West  Frankfort  presented  a  price  comparison  in 
the  summer  of  1922,  using  the  same  brands  and  qualities:2 


Price 

Article 

Central  States 

Society 

(In  cents) 

West 

Frankfort 

Retailer 

(In  cents) 

Milk 

Tomatoes 

7 
13 

20 

30 
12 

18 

82 

5 

10 

Kraut 

15 
20 
10 
12 

Baking  powder 

Navy  beans 

Salmon 

Cheese 

75 

Mr.  McDurmott  concluded  that,  on  an  average,  the  Central  States  Society's 
prices  were  at  least  22!  per  cent  higher  than  those  of  local  retailers. 

3.  At  Panama,3  the  group  was  angered  by  the  Central  States  manager, 

1  Convention  Proceedings  of  the  Central  States  Co-operative  Wholesale  Society 
(October  29,  1922),  pp.  71-73. 

2  Convention  Proceedings  of  the  Central  States  Co-operative  Wholesale  Society 
(October  29,  1922),  p.  55. 

3  Ibid.  (October,  1922),  p.  61. 


CO-OPERATIVE  CHAIN  STORES  OF  ILLINOIS  MINERS      79 

who  would  become  intoxicated,  go  on  wild  jaunts,  and  charge  the  bill  to  the 
store.  Auditors,  they  stated,  would  make  no  real  inventory;  for  example,  a 
bolt  of  percale  which  had  been  inventoried  at  fifty  yards  was  measured  and 
found  to  have  three  yards.1 

Probably  the  deepest  anger  was  kindled  by  the  closing  of 
branch  stores  during  the  1922  miners'  strike.  In  Benton,  where 
the  local  retailers  promised  to  carry  the  miners  to  the  extent  of 
$275,000,  the  Central  States  Co-operative  Wholesale  Society  had 
shut  down  its  store  in  which  miners  had  invested  $2,i5o.2  At 
Westville,  where  the  co-operative  store  had  been  closed,  a  miner 
claimed  in  August,  1922,  that  his  fellow- workers  were  starving.3 
Without  avail  it  was  explained  that  stores  were  closed  only  when 
lack  of  local  support  and  a  consequent  high  overhead  necessitated 
it;  that  causes  for  complaint  not  corrected  by  the  manager  should 
be  carried  through  to  the  board  of  directors;4  that  the  wholesale 
was  doing  all  in  its  power  to  meet  competition — it  being  possible 
that  co-operative  store  prices  were  being  compared  only  with  the 
"leaders"  of  local  retailers;5  that  the  manager,  due  to  the  lack  of 
capital  or  business  foresight,  did  not  stock  up  with  sufficient 
quantities  at  appropriate  times;6  or  that  fixed  prices  were  a  nec- 
essity despite  the  danger  that  local  retailers  would  get  their  whole- 
salers to  supply  them  at  a  price  which  would  enable  them  to 
undersell  slightly  the  Central  States  Co-operative  Wholesale  and 
so  make  it  appear  that  the  society  was  robbing  the  people.7 

Discontent  and  hard  feelings  were  rampant,  the  climax  com- 

Too  much  blame  should  not  be  assessed  to  Manager  McKechan  in  this  con- 
nection, for  he  was  not  in  a  position  to  control  his  staff,  especially  of  auditors. 

2  Report  of  Convention  of  Central  States  Co-operative  Wholesale  Society  (October 
29,  1922),  p.  70. 

3  Statement  of  Delegate  Jacobs,  Special  Convention,  Central  States  Co-opera- 
tive Wholesale  Society  (August  9,  1922),  p.  27. 

4  Proceedings  of  October  IQ22  Convention,  Central  States  Co-operative  Wholesale 
Society,  p.  62. 

s  Ibid.,  p.  56.  6  Ibid.,  p.  56.  ?  Ibid.,  p.  59. 
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ing  in  May,  1922,  when  upon  the  insistence  of  local  groups  Ac- 
countant Pendergast  was  hired  by  Secretary  Schaefer  to  audit 
the  Central  States  Society's  books.1  At  the  June  meeting  of  the 
board  of  directors  a  report  was  presented  by  Manager  McKechan 
showing  an  expanding  business  with  a  decreasing  indebtedness. 
Three  days  later,  Accountant  Pendergast  indicated  a  $40,000  loss 
for  the  four  preceding  months  and  a  total  loss  of  $250,000.  He 
stated  that  the  wholesale  overhead  was  running  8  per  cent  instead 
of  the  expected  2  per  cent  and  that  the  cost  of  goods  handled  was 
42  per  cent  of  the  sales  price.  Furthermore,  because  branch  stores 
could  not  keep  their  local  expenses  within  the  allotted  "2  per  cent 
fund,"2  an  excess  of  $30,000  had  to  be  borne  by  the  wholesale, 
while  the  depreciation  on  stocks  amounted  to  $180,000,  and  un- 
fortunate contracts  had  caused  a  $40,000  loss.3 

This  appalling  financial  situation  was  explained  by  President 
Walker  as  caused  by  slack  work  and  the  miners'  strike.  Ninety 
per  cent  of  the  customers  of  the  stores  were  miners  and  a  large 
majority  of  them  had  been  working  approximately  only  two  days 
a  week  for  more  than  a  year.  Then  with  the  April,  1922,  strike, 
sales  were  cut  in  half.4  Further,  he  stated  that  despite  his  repeated 
orders  that  " there  should  be  no  buying  of  futures — that  it  was 
gambling  in  the  money  of  our  wholesale — contracts  were  made  by 
Manager  McKechan  without  the  knowledge  and  consent  of  the 
board  of  directors."5  A  $40,000  loss  was  thus  incurred.  But, 
President  Walker  added,  looked  at  in  a  large  way,  "the  member- 
ship got  the  benefit  of  every  penny  we  lost,  because,  not  only  did 

1  The  Mascoutah  group  was  especially  insistent,  being  in  closer  touch  with  the 
wholesale  than  more  distant  groups.  Statements  of  Herman  Rieger  and  George 
Anheuser,  interview  (September  22,  1923). 

2  Two  per  cent  of  sales  was  allowed  for  local  expenses  of  branch  stores. 

3  Proceedings  of  Special  Convention  of  the  Central  States  Co-operative  Wholesale 
Society  (August  9,  1922),  p.  5. 

4  Ibid.,  p.  6.  s  Ibid.,  p.  6. 
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we  sell  goods  cheaply  ourselves,  but  we  forced  the  other  mer- 
chants in  the  community  to  do  likewise."1 

On  July  9,  1922,  Manager  McKechan  was  asked  to  resign, 
and  John  Numnivuori,  "a  tested  man,"  was  proposed  for  the  posi- 
tion.2 Recognizing  that  a  number  of  local  managers  were  careless, 
inefficient,  and  dishonest,  due  in  part  to  the  lack  of  "an  efficient 
and  persistent  checking,  auditing,  and  accounting  department," 
the  need  of  a  chief  accountant  was  agreed  upon — a  man  who  "was 
a  co-operator  at  heart,  with  experience  and  training."3  A.  W. 
Warinner,  of  Brookfield,  Missouri,  was  chosen  for  this  position 
upon  the  recommendation  of  the  Co-operative  League. 

The  change  came  too  late.  Debts  had  piled  high,  waste  and 
inefficiency  had  long  since  dissipated  most  of  the  assets  of  the 
society,  and  on  July  14,  1922,  came  the  Central  States  Whole- 
sale's hardest  blow.  On  that  date  two  union  label  tobacco  con- 
cerns4 (for  whom  the  Central  States  society  was  the  largest  dis- 
tributor) and  a  home-brew  supply  company5  brought  suit  through 
a  collection  agency,  charging  bankruptcy.6  A  representative  of 
this  collection  agency7  had  frightened  Manager  McKechan  into 
making  a  preferred  payment  of  $360  to  the  Milwaukee  Food 
Products  Company,  and  then  induced  the  other  companies  to 
bring  suit.    In  view  of  the  accountant's  findings,  the  Central 

1  Proceedings  of  Special  Convention  of  Central  States  Co-operative  Wholesale 
Society  (August  9,  1922),  p.  6. 

2  Ibid.,  p.  7.  Mr.  Numnivuori  had  been  for  some  years  the  manager  of  the  suc- 
cessful Superior  Central  Exchange,  a  Finnish  co-operative  wholesale. 

3  Ibid.,  p.  7. 

4  Weisert  Brothers  and  John  Weisert  and  Co. 

5  The  John  Steyh  Importing  Company. 

6  An  attempt  was  launched  July  9,  1922,  to  borrow  $50,000  from  the  District 
Mine  Workers  and  to  have  local  organizations  cancel  their  loan  certificates.  Credi- 
tors were  to  be  paid  fifty  cents  on  the  dollar.  This  plan  was  interrupted  by  the  bank- 
ruptcy proceedings. 

7  Sanders,  Forgey,  and  Vadier  Collection  Agency. 
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States  officials  could  not  declare  under  oath  that  the  concern  was 
solvent.  Consequently,  the  Federal  court  appointed  a  receiver. 

Conditions  at  this  time  were  vividly  described  by  A.  W. 
Warinner,  who  had  arrived  to  take  charge  of  the  accounting: 

I  have  been  down  in  the  basement  this  morning  making  a  careful  search 
to  see  what  I  could  find.  Anyone  that  could  have  seen  what  I  have  seen  there 
today  could  not  but  conclude  otherwise  than  that  someone  had  been  un- 
questionably guilty  of  gross  carelessness  and  negligence.  There  are  literally 
hundreds  of  dollars  worth  of  merchandise  there  that  was  allowed  to  stand  in 
piles  and  go  to  waste  while  they  are  buying  and  selling  the  same  commodities 
everyday  instead  of  cleaning  up  the  old.  There  is  enough  tomato  catsup  in 
the  house  today  that  they  should  never  have  to  buy  another  case  for  at  least 
three  years.  The  same  is  true  of  shoe  polish.  There  are  any  number  of  barrels 
of  salt  which  have  been  stored  in  this  damp  basement  for  untold  months  and 
which  are  now  a  total  loss.  There  are  hundreds  of  cans  of  berries  stored  on 
the  third  floor  next  to  the  roof  during  this  terrifically  hot  weather  which 
should  have  been  in  the  basement  instead  of  the  salt.  The  cans  are  bursting, 
damaging  goods  on  the  floors  below.  There  are  hundreds  of  dollars  worth  of 
tobacco  in  the  various  forms  that  has  been  allowed  to  stand  around  and  de- 
teriorate to  the  point  where  it  will  be  difficult  to  realize  fifty  cents  on  a  dol- 
lar. In  fact,  the  whole  stock  in  the  wholesale  is  about  the  most  deplorable  I 
have  seen. 

Throughout  the  entire  organization  there  is  a  total  lack  of  discipline. 
No  one  seems  to  have  any  authority  that  is  respected  by  anyone  and  every- 
one, even  the  local  store  managers,  do  just  about  what  they  please.  No  two 
local  store  managers  seem  to  have  a  definite  idea  of  what  is  expected  of  them. 
The  marvel  to  me  is  that  the  thing  has  been  able  to  keep  going  as  long  as  it 
has.  Walker  and  Schaefer  think  that  the  business  got  away  from  McKechan 
and  he  became  utterly  bewildered  and  lost.  This  does  not  excuse  the  fact 
that  the  books  should  have  shown  this  loss.  The  accounting  has  been  faulty 
and  wholly  inadequate.  As  long  as  the  loan  capital  kept  pouring  in  from  the 
local  unions  and  the  district  treasury,  they  managed  to  keep  going  but  the 
minute  this  strike  stopped  that  source  of  income,  it  exposed  to  light  the  whole 
rotten  structure. 

I  believe  that  this  plan  could  have  been  a  financial  success  and  could 
have  served  a  useful  purpose  in  the  trade  union  movement.1  The  money  was 

1  Mr.  Warinner  did  not,  however,  believe  in  the  American  Rochdale  Plan  as  a 
method  of  co-operative  operation. 
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lost  through  poor,  careless,  and  inefficient  management  and  nothing  else. 
As  a  sample  of  the  negligence  I  found  their  taxes  had  not  been  paid  for  two 
years.1 

c)  Attempts  at  rebuilding. — On  August  9,  1922,  a  special  con- 
vention was  called  at  which  170  unions  and  co-operatives  were 
represented.  President  Walker  opened  the  convention  by  restat- 
ing that  his  first  duty  had  been  toward  the  Illinois  State  Federa- 
tion of  Labor  but  that  he  had  been  "willing  to  give  what  time  he 
could  spare  to  the  co-operative  movement."2  Then  followed  a 
frank  and  eloquent  appeal.  Starting  four  years  back  with  but 
$318  in  capital,  a  concern  had  been  developed,  doing  an  annual 
business  of  two  and  a  half  million  dollars.  This  rapid  expansion 
was  against  his  better  judgment;  he  had  foreseen  the  damage 
which  "cheap  labor  politicians"  might  do  to  a  movement  sup- 
ported by  local  unions,  the  members  of  which  were  not  co-oper- 
ators. Furthermore,  he  had  saved  the  Central  States  Wholesale 
from  becoming  a  part  of  the  now  defunct  National  Wholesale,3  as 
he  would  not  take  a  step  in  the  dark,  even  if  it  meant  disobeying 
the  will  of  the  191 8  Convention.4  Even  though  the  wholesale  was 
in  receivership,  no  other  wholesaler  in  the  St.  Louis  district  doing 
as  large  a  business  was  in  as  good  shape.5  In  order  to  give  every 
possible  chance  for  recovery,  he  had  urged  the  Superior  Central 
Exchange  in  the  name  of  the  co-operative  movement  to  allow  their 
able  and  experienced  manager  to  come  to  the  Central  States 
Wholesale.  The  day  the  new  manager  arrived,  the  receiver  had 
taken  charge.  Experience  seemed  now  to  indicate  that  an  awak- 
ened community  interest  was  essential.  Local  communities  must 
be  stimulated  to  a  knowledge  of  the  importance  of  educational 
work.    The  discretionary  power  of  local  managers  should  be  abol- 

1  Letter  to  the  Co-operative  League,  July  10,  1922. 

2  Report  of  Special  Convention  (August  9,  1922),  p.  6. 

3  Of  Chicago.  See  chap.  viii. 

4  The  191 8  Convention  had  voted  to  amalgamate  with  the  National  Asso- 
ciation. 

5  Report  of  Special  Convention  (August  9,  1922),  p.  33. 
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ished.1  The  board  of  directors  should  check  the  policies  of  the 
wholesale  manager,  buying  supplies  on  the  open  market  instead  of 
futures.2 

The  attorney  for  the  wholesale3  next  blamed  undercapitaliza- 
tion for  the  receivership.  He  suggested  that  loan  certificates  be 
turned  in  and  canceled,  thus  reducing  the  obligations  of  the  whole- 
sale and  rendering  it  solvent.4  Although  some  objection  was 
voiced,  the  prevailing  sentiment  was  to  accept  the  losses  and  fol- 
low Attorney  McMurdo's  suggestion. 

At  the  request  of  a  delegate,  the  convention  voted  to  dis- 
tribute President  Walker's  report.  President  Walker  stated  that 
the  publication  of  all  facts  concerning  the  co-operative  movement 
was  beneficial  and  tended  toward  better  progress  and  more  sup- 
port.5 After  a  large  number  of  local  complaints  had  held  the  atten- 
tion of  the  convention,  Mr.  Schlessinger6  reminded  the  delegates 
that  it  was  impossible  for  a  "man  used  to  nothing  but  driving 
mules  to  make  a  successful  manager.  A  wholesale  manager,  he 
stated,  had  to  be  more  than  a  sincere  co-operator;  he  needed  to  be 
a  keen  business  man,  able  to  follow  the  markets,  to  buy  and  sell 
to  advantage — a  $10,000  a  year  man.  Auditors  especially  should 
be  trained  and  experienced  men.  Although  the  society  had  spent 
$2,500  in  twenty-one  months  for  local  store  audits,  they  had  no 

1  This  feeling  arose  from  losses  occurring  when  the  bonding  company  refused  to 
settle  for  losses  resulting  after  local  managers  had  been  allowed  to  set  prices  on  some 
articles. 

2  "Report  of  John  H.  Walker,"  Report  of  Special  Convention  (August  9,  1922), 
pp.  4-10. 

3  J.  R.  McMurdo. 

4  Report  of  Special  Convention  of  the  Central  States  Co-operative  Wholesale  Society 
(August  9,  1922),  pp.  11-15. 

s  "I  am  convinced  that  if  people  hear  the  worst  of  it,  then  they  will  be  ready  to 
hear  about  the  benefits  of  it."  Ibid.,   p.  24. 

6  Manager  of  the  six  Belleville  branches  of  the  society. 
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real  knowledge  of  conditions  as  the  auditors  were  incompetent  and 
indifferent,  often  requiring  no  more  than  a  manager's  word  for  the 
financial  statement.1 

Manager  Numnivuori  and  Accountant  Warinner  next  pre- 
sented a  plan  for  the  re-building  of  the  Central  States  Co-opera- 
tive Wholesale  Society.  Although  they  felt  centralization  was 
one  of  the  causes  of  failure,  still  they  advised  for  the  time  being: 
(1)  the  appointment  of  a  superintendent  of  stores  empowered  to 
hire  and  discharge  managers,  check  on  local  business,  harmonize 
local  factions,  determine  retail  policies  and,  until  someone  else 
could  be  placed  in  charge,  direct  a  campaign  for  comprehensive 
co-operative  education;  (2)  the  transfer  of  the  "dead  stock"  of 
stores  to  communities  more  likely  to  absorb  it;  (3)  the  develop- 
ment of  an  extensive  educational  movement,  with  a  monthly 
magazine,  as  soon  as  finances  could  be  arranged  for;  (4)  the  em- 
ployment of  experienced  auditors  by  the  society;2  (5)  the  inducing 
of  local  unions  to  sign  a  binding  written  agreement,  pledging  an 
active  local  committee,  operating  in  close  relation  to  the  Central 
States  Co-operative  Wholesale  Society  while  allowing  consider- 
able local  autonomy;  (6)  the  changing  of  the  "2  per  cent  fund" 
for  local  expenses  into  a  3  per  cent  fund  and  the  increasing  of  the 
wholesale's  charge  from  15  to  18  per  cent.3  This  report  was  left 
for  local  action,  the  convention  adjourning  after  deciding  to  turn 
in  loan  certificates  and  to  favor  a  gradual  return  to  a  Rochdale 
plan. 

Throughout  the  summer  of  1922,  the  Central  States  Co-opera- 
tive Wholesale  remained  in  receivership  although  Central  States 

1  Report  of  Special  Convention  of  the  Central  States  Co-operative  Wholesale 
Society  (August  9,  1922),  p.  30. 

2  The  work  of  the  mine  workers'  auditors  was  termed  expensive  (to  the  District 
Miners)  and  of  little  value  to  the  society.  Report  of  Special  Convention  (August  9, 
1922),  p.  39. 

3  This  amount  was  estimated  to  be  still  below  the  usual  30  per  cent  margin 
added  by  private  wholesalers  and  retailers.  Ibid.,  p.  40. 
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officials  were  in  active  control.1  In  September,  1922,  the  District 
Mine  Workers  indorsed  the  $100,000  of  outstanding  merchandise 
accounts,  the  loan  certificates  had  been  canceled,  and  the  society 
was  by  the  time  of  the  October,  1922,  convention  out  of  the 
bankruptcy  court.2 

The  first  act  of  the  October,  1922,  convention  was  the  election 
of  a  Committee  on  Reorganization.3  Then  proceeded  a  volley  of 
complaints  as  to  high  prices,  led  by  a  delegate  from  West  Frank- 
fort, interspersed  with  comments  by  upholders  of  the  wholesale. 
One  delegate  probed  into  the  situation:  "It  is  not  the  retail 
grocer  we  are  after.  The  average  retailer  works  a  sight  harder  for 
his  living  than  any  laboring  man.  There  are  too  many  retail 
stores,  too  many  overhead  costs,  with  consequent  high  prices."4 
Delegate  Salch,  by  way  of  encouragement,  described  the  Roch- 
dale success  at  Bloomington  which,  he  stated,  was  built  on  local 
interest  and  responsibility.5  Indeed,  a  strong  sentiment  for  the 
tried  Rochdale  Plan  was  developed.  President  Walker  condemned 
the  American  Rochdale  Plan  on  the  ground  that  the  necessary 
price  fixation  eHminated  leaders  and  allowed  a  competitor  to  know 
at  what  price  the  Central  States  store  had  to  sell  an  article.6 

1  President  Walker  wrote:  "I  was  able  to  put  Numnivuori  in  as  actual  manager 
though  he  is  not  holding  that  title.  Warinner  had  to  be  dropped  for  the  moment." 
(Due  to  factionalism  on  the  board  of  directors.)  Roy  Shanks  had  been  suggested  to 
help  at  this  critical  time,  but  President  Walker  did  not  approve,  "fearing  some  ele- 
ments in  the  movement."  (Letter  to  Mrs.  A.  D.  Warbasse,  August  25,  1922. 

2  Report  of  Convention  of  the  Central  States  Co-operative  Wholesale  Society 
(October  29,  1922),  p.  no. 

3  Consisting  of  L.  J.  Salch  (Bloomington),  A.  M.  Jennings  (Granite  City), 
T.  M.  Callahan  (Danville),  O.  Francis  (Centralia),  Geo.  Anheuser  (Mascoutah), 
Charles  Grace  (Herrin),  and  J.  W.  Short  (East  St.  Louis).  Ibid.,  p.  53. 

4  "Statement  of  L.  R.  Maupin,"  ibid.,  p.  57. 

s  Mr.  Salch  stated  a  live  local  group  "would  not  stand  for  white  mule,  wild 
sprees,  and  a  high  overhead."  Report  of  Convention  of  the  Central  States  Co-operative 
Wholesale  Society  (October  29,  1922),  p.  88. 

6  Ibid.,  p.  59. 
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Manager  Numnivuori  and  Assistant  Manager  Warinner  pre- 
sented an  amended  plan  of  reorganization,1  which  was  used  as  the 
basis  for  the  Reorganization  Committee's  deliberation.  Its  main 
features  were:  (1)  a  separation  of  the  wholesale  and  branch  stores 
accounts;  (2)  the  charging  of  local  stores  with  goods  at  regular 
wholesale  prices,  any  net  profit  to  the  wholesale  to  be  returned  to 
the  stores  on  the  basis  of  purchases;  (3)  the  prohibiting  of  all  out- 
side buying;  (4)  the  control  of  retail  stores  by  the  local  member- 
ship through  a  local  committee  which  was  to  fix  their  prices  so  as 
to  glean  an  18  per  cent  to  20  per  cent  gross  profit,  the  Central 
States  Co-operative  Wholesale  Society  supervising  and  directing; 
(5)  the  handling  of  the  accounting  and  auditing  control  of  local 
stores  by  the  wholesale  office,  the  local  manager  sending  in  a  daily 
report  (retail  inventories  were  to  be  taken  and  profit  and  loss 
statements  drawn  up  every  three  months  by  the  managers  and 
local  committees,  while  annual  audits  were  to  be  made  by  a  travel- 
ing auditor) ;  (6)  an  extensive  educational  plan,  particularly  stress- 
ing a  training  school  for  managers,  and  a  monthly  magazine, 
financed  by  the  wholesale  and  the  local  stores;2  and  (7)  as  a  transi- 
tory measure,  a  "refunding  fund,"  to  be  formed  from  the  net 
earnings  of  the  wholesale  and  the  local  stores,  for  the  purpose  of 
repaying  the  District  Mine  Workers,  meeting  current  bills,  and 
making  good  the  loss  on  share  and  loan  capital.3 

After  amending  the  proposed  plan  so  that  the  refunding  fund 
would  also  cover  notes,  to  the  amount  of  $85,000,  due  an  East 
St.  Louis  bank,  the  committee  added  the  further  recommendation 
that,  as  soon  as  the  exact  figures  on  losses  were  available,  the 
deficit  was  to  be  written  off  by  cancelling  outstanding  share  and 

1  Approved  by  the  Central  States  Co-operative  Wholesale  Society  board  of 
directors.  (Circular:  Recommendations  to  the  Convention,  October  29, 1922.) 

2  Later  2  per  cent  of  net  profits  was  authorized  for  this  department.  Report  of 
the  Central  States  Co-operative  Wholesale  Society  Convention  (October  29,  1922), 
p.  112. 

3  Recommendations  to  the  Convention,  October  29,  1922. 
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loan  capital  and  issuing  new  stock  on  the  resultant  valuation.  The 
convention  adopted  this  report  in  its  entirety.1 

In  the  hope  of  preventing  a  repetition  of  past  difficulties,  the 
constitution  was  amended  to  provide  for :  (i)  a  reserve  fund  of  not 
less  than  one  per  cent  of  net  earnings;  (2)  depreciation  on  build- 
ings at  2\  per  cent,  on  fixtures  at  10  per  cent,  and  on  delivery 
equipment  at  40  per  cent;  (3)  as  a  temporary  measure,  all  surplus 
to  be  turned  into  the  refunding  fund  to  pay  of!  the  past  losses; 
and  (4)  the  employment  of  a  certified  public  accountant  to  audit 
the  books  each  quarter.2 

The  officers  were  re-elected,  as  were  most  of  the  directors,3 
but  in  the  closing  hours  of  the  convention  the  opposition  broke 
loose  and  brought  in  a  motion  for  a  detailed  investigation  of  the 
wholesale  to  ascertain  the  causes  of  its  difficulties.  After  pro- 
longed discussion,  however,  this  motion  was  lost,  for,  as  a  major- 
ity speaker  put  it,  "It  would  entail  a  lot  of  useless  expense  and 
do  no  one  any  good  to  dig  up  old  stuff."4 

Following  the  convention,  the  crisis  became  even  more  acute. 
The  manager,  writing  of  this  period,  said: 

The  receivers  with  the  aid  of  Attorney  McMurdo3  grabbed  all  the  ready 
cash  in  sight,  amounting  to  some  $15,000,  and  turned  the  business  over  to  us 
without  a  dollar  to  do  business  with.  Our  credit  was  completely  wiped  out, 
and  the  stock  of  merchandise  in  the  retail  depleted.  Can  you  imagine  being 
on  a  basis  where  you  were  compelled  to  pay  cash  on  delivery  for  every  dollar's 

1  Report  of  the  Central  States  Co-operative  Wholesale  Society  Convention  (October 
29,  1922),  pp.  84-99. 

2  Report  of  the  Convention  of  the  Central  States  Co-operative  Wholesale  Society 
(October,  1922),  pp.  105-15. 

3  Ibid.,  p.  132. 

4  Ibid.,  p.  133.  It  is  of  interest  to  note  in  this  connection  that  two  of  the  direc- 
tors of  the  Central  States  Co-operative  Wholesale  Society  and  the  attorney  for 
the  society  carried  the  brunt  of  the  debate  against  this  motion,  which  was  lost  27 
to  36. 

s  Attorney  for  the  Central  States  Wholesale. 
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worth  of  merchandise,  having  to  supply  these  stores  with  $100,000  of  mer- 
chandise a  month  and  no  money?1 

Directors  have  come  to  directors'  meetings  (of  the  Central  States  Whole- 
sale) to  talk  miners'  politics  and  have  done  nothing  to  assist  their  co-opera- 
tive movement  in  this  crisis.  The  real  headquarters  of  the  Central  States 
was  in  Attorney  McMurdo's  office.  Everywhere  we  turned,  we  found  this 
bunch  sabotaging,  undermining,  and  obstructing  our  work  in  every  way  they 
could  devise.  We  put  the  matter  up  to  McDonald  (an  attorney  for  District 
No.  12  of  the  United  Mine  Workers).  McDonald  agreed  with  us  that  it  was 
time  to  take  some  immediate  and  drastic  action  or  see  $400,000  of  the  United 
Mine  Workers'  money  a  total  loss,  to  say  nothing  of  the  local  union  and  indi- 
vidual investments.  McDonald  went  to  Springfield  and  laid  the  matter 
before  Farrington  (president  of  District  No.  12,  United  Mine  Workers). 
As  McDonald  expressed  it,  "Farrington  had  a  fit"  and  refused  at  first  to  be- 
lieve what  was  being  told  him.  McDonald,  however,  soon  convinced  him 
....  with  the  result  that  Farrington  sent  for  Walker,  ordered  McMurdo 
fired  bodily  and  immediately,  ordered  the  Board  to  rescind  their  action  in 
allowing  McMurdo's  $5,000  fee,2  and  demanded  a  complete  audit  and  in- 
vestigation of  the  books  and  account  from  the  inception  of  the  business  down 
to  the  present  time.3 

Indeed,  the  only  bright  spot  during  this  period  was  the  agree- 
ment by  the  District  Mine  Workers  to  pay  the  $85,000  note  due 
an  East  St.  Louis  bank,  again  postponing  a  critical  financial  con- 
dition. Thirty  stores  had  been  closed  during  the  year  and  high 
costs  of  operation  were  forcing  the  management  to  discontinue 
many  of  the  remaining  forty. 

The  next  directors'  meeting,  held  December  13,  1922,  was  re- 
ported as  being  one  of  the  stormiest  in  the  history  of  the  society, 
several  members  all  but  coming  to  blows.4  Attorney  McMurdo 
spoke  four  hours  in  his  own  defense,  while  his  supporters,  Secre- 
tary Schaefer,  Gus  Fritz,  William  Orr,  and  Al.  Towers,  charged 

1  The  receiver  had  also  accumulated  $9,000  of  bills  which  the  manager  had  no 
means  of  paying. 

2  For  handling  the  receivership  proceedings. 

3  Letter  of  John  Numnivuori  to  the  Co-operative  League,  December  19,  1922. 

4  Letter  of  the  Central  States  Co-operative  Wholesale  to  the  Co-operative 
League,  December  19,  1922. 
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the  managers  with  dishonesty1  and  incompetency.  Consequently, 
President  Walker  was  delegated  to  urge  upon  the  District  Miners' 
President  the  necessity  for  the  retention  of  Attorney  McMurdo. 
The  move  was  unsuccessful  and  Mr.  McMurdo  was  discharged  at 
the  next  day's  session.  With  Attorney  McMurdo's  discharge, 
however,  went  a  resolution  praising  him,  in  a  vague  way,  for  his 
work. 

The  opening  of  the  new  year  brought  further  developments. 
Working  as  accountants  and  auditors  for  the  Central  States  Co- 
operative Wholesale  Society  were  three  directors:  William  Orr, 
John  R.  Schaefer,  and  Al.  Towers.2  Manager  Numnivuori  con- 
sidered Mr.  Schaefer  and  Mr.  Orr  as  superfluous  and  inefficient. 
Continued  pressure  brought  a  statement  from  President  Walker 
that  if  they  were  incompetent,  they  should  be  discharged.  On 
January  i,  1923,  Mr.  Schaefer  resigned  and  on  January  6  an  ex- 
orbitant expense  account  was  the  ground  on  which  Mr.  Orr's 
resignation  was  demanded  and  received.3  In  connection  with  the 
discharge  of  Mr.  Orr,  the  Central  States  management  wrote: 
"This  will  prove  whether  the  Board  will  support  us  in  clearing  this 
thing  up  and  making  it  an  honest,  conscientious,  and  efficient 
business  institution  instead  of  a  charitable  institution  for  the  sup- 
port of  broken-down  labor  skates."4 

At  the  January  14,  1923,  meeting  of  the  board  of  directors, 
Secretary  Nesbit  of  District  12,  United  Mine  Workers,  and  an 
attorney  for  that  organization  were  present,  and  attention  was 
directed  as  never  before  toward  the  cause  of  the  difficulties. 

1  In  accepting  bribes  of  meat  and  cigars  in  return  for  business. 

2  Mr.  Towers  was  paid  $200  a  month,  and  Mr.  Orr,  $175.  (Mr.  Schaefer  was  sup- 
plied by  the  Mine  Workers.  Increases  in  pay  of  $50  and  $25  respectively  had  been 
granted  them  by  the  directors  since  the  receivership.) 

3  Letter  of  the  Central  States  Co-operative  Wholesale  to  the  Co-operative 
League,  January  6,  1923. 

*Ibid. 
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Throughout  the  state  a  varying  list  of  explanations  was  being 
offered:  (1)  gross  incompetence  of  the  officers  and  the  wholesale 
management;  (2)  dishonesty  of  Manager  McKechan  (who,  it  was 
stated,  had  gone  to  Europe  with  the  money)  ;x  (3)  two  years  of 
rapidly  declining  prices  without  a  reserve  from  earlier  gains;  (4) 
negligence  and  incompetency  on  the  part  of  the  board  of  directors 
in  failing  to  correct  a  faulty  accounting  system  and  in  violating 
by-laws  relating  to  the  signing  of  contracts;  (5)  dishonesty  of  local 
managers;  (6)  incompetent  auditors;  (7)  overexpansion ;  (8)  lack 
of  co-operative  education;  (9)  Mine  Workers'  politics;  (10)  fail- 
ure of  the  members  to  support  the  stores;  and  (n)  the  miners' 
strike.  An  investigation  was  started  to  ascertain  as  far  as  possible 
the  actual  causes  for  failure. 

At  the  February  meeting  of  the  board  of  directors  a  quorum 
was  not  present  despite  the  critical  condition  of  the  society.  How- 
ever, at  the  meeting  held  on  March  3,  1923,  the  report  from  the 
audit  asked  for  by  President  Farrington  of  the  District  Mine 
Workers  was  made.  Total  losses  from  operation  of  $456,049.61 
were  disclosed,  of  which  $122,56648  had  been  lost  in  1922.  The 
deficit  of  the  previous  year  was  explained  as  due  to  the  failure  of 
local  managers  immediately  to  advance  prices  to  the  current 
market  level  when  price  fixation  was  placed  in  their  hands. 

A  detailed  report  was  next  presented  for  the  period  from 
November  13,  1922,  to  December  31, 1922,  showing  that  although 
the  wholesale's  sales  had  dropped  to  less  than  $45,000  a  month, 
that  branch  of  the  society  had  operated  at  a  net  profit  of  $1,286.- 
47.  The  retail  stores  were  doing  a  total  business  of  $110,000  a 
month  and  their  monthly  loss  had  been  reduced  from  $12,000  to 
$2,200,  even  though  the  overhead  was  running  as  high  as  49  per 
cent  at  Sesser,  43  per  cent  at  Frankfort  Heights,  and  37  per  cent 

1  Mr.  McKechan  had  in  fact  returned  to  Scotland  to  administer  affairs  conse- 
quent upon  the  death  of  two  daughters  on  the  Lusitania.  Interview,  August  13, 
1923. 
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at  Decatur.1  The  problem  was  stated  to  be  that  of  holding  the 
organization  together  without  dissipating  the  remaining  assets  un- 
til the  local  stores  could  be  turned  over  to  the  members  to  be  man- 
aged and  operated.  Out  of  the  total  investment  of  $469,595.15, 
the  losses  sustained  had  reached  $442,651,  leaving  the  net  worth 
as  $26,944. 2  "Had  the  old  plan  of  operation  been  continued  and 
the  rate  of  operating  loss  remained  the  same,  the  entire  original 
investment  would  have  been  wiped  out  by  this  time."3 

Co-operative  educational  work  seemed  paramount  to  the 
Central  States  management.  Consequently,  in  the  recommenda- 
tions presented  to  the  board  of  directors  by  Managers  Numni- 
vuori  and  Warinner,  an  extended  educational  and  advisory  de- 
partment was  included  to  (1)  advise  stores,  (2)  distribute  litera- 
ture, (3)  arrange  lectures,  (4)  write  articles,  (5)  organize  new  co- 
operative societies,  (6)  conduct  an  employment  bureau,  (7)  open 
a  library  bureau,  (8)  give  educational  courses,  and  (9)  supply  an 
efficiency  expert. 

Other  recommendations  made  at  this  time  were:  (1)  actively 
to  launch  the  work  of  re-organizing  branch  stores  into  inde- 
pendent Rochdale  societies;  (2)  to  furnish  a  centralized  account- 
ing service  for  Rochdale  co-operative  stores;  (3)  to  limit  the 
wholesale's  activity  to  "drop  shipments";4  (4)  to  handle  farm 
machinery  (this  project  requiring  little  capital  and  possibly  gain- 
ing the  farmers'  interest) ;  (5)  to  budget  the  society's  annual  ex- 
penses; and  (6)  to  start  a  self-financing  co-operative  school.5 

1  The  average  overhead  of  forty  stores  still  operating  was  17.2  per  cent.  Report 
of  Central  States  Co-operative  Wholesale  Society  (for  period,  November  11,  1922,  to 
December  31,  1922). 

2  This  figure  might  be  reduced  by  additional  bills  which  had  not  been  reported 
by  retail  managers.  The  net  worth  of  the  investment  as  a  going  concern  was  about 
5  per  cent  of  the  original  investment.  Report  of  the  management,  March  3,  1923. 

3  Ibid.  Also  see  Appendix  B. 

4  A  drop  shipment  is  an  order  placed  with  a  manufacturer  by  which  goods  are 
consigned  directly  to  the  retailer  but  are  billed  through  a  wholesaler. 

s  Report  of  the  Management,  Central  States  Co-operative  Wholesale  Society 
(March  3,  1923). 
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Following  these  reports,-  the  directors'  meeting  was  in  an  up- 
roar, criticism  being  directed  against  the  management  by  the 
same  group  that  had  been  active  in  the  struggle  of  the  preceding 
December.  In  no  uncertain  terms  it  was  asserted  that  the  man- 
agers were  "a  bunch  of  silly  idealists,  impractical  visionaries,  who 
never  had  a  minute's  practical  experience  in  the  co-operative 
movement,  and  yet  were  attempting  to  tell  people  what  to  do."1 
At  one  stage  of  the  fight,  the  officers  and  directors  offered  their 
resignations  to  the  District  Mine  Workers  and  the  Co-operative 
League,  who  had  offered  constructive  criticism.  However,  the 
management's  report  was  adopted,  the  officers  and  directors  con- 
tinued their  work,  and  the  difficulty  subsided.  President  Walk- 
er, in  commenting  on  the  incident  later,  stated:  "Every  man  on 
the  Board  of  Directors  was,  down  in  his  heart,  for  the  co-operative 
movement.  They  all  saw  the  ends  in  different  ways."2 

The  reorganization  plan  proved  to  be  a  good  one  and,  with 
considerable  good  fortune,  rebuilding  proceeded  rapidly.  On  April 
20,  1923,  District  12  of  the  United  Mine  Workers  authorized  the 
cancellation  of  the  $177,000  due  them  on  their  payment  of 
guaranteed  notes  and  merchandise  accounts.  This  action  insured 
solvency  and  allowed  recapitalization  on  a  35  per  cent  basis.  Al- 
though handicapped  by  a  lack  of  ready  cash,  the  readjustment  was 
speedily  accomplished.  The  branch  stores  were  organized  into 
independent  Rochdale  enterprises  wherever  community  interest 
could  be  sufficiently  stimulated.  Elsewhere,  either  the  co-opera- 
tive effort  was  abandoned  or  the  local  union  took  over  the  store. 
At  the  close  of  1923,  the  American  Rochdale  Plan  had  passed 
into  history,  giving  way  to  the  new  Central  States  Co-operative 
Wholesale  Society — a  federation  of  twenty-five  independent 
Rochdale  societies.  With  active  management  and  a  growing  in- 

1  Letter  of  the  Central  States  Co-operative  Wholesale  Society  to  the  Co- 
operative League,  March  5,  1923. 

2  Statement  of  John  H.  Walker,  Interview,  August  9,  1923. 
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terest,  particularly  in  the  educational  work  of  the  wholesale,  the 
future  prospects  of  the  organization  were  brighter. 

Out  of  the  chain  store  co-operative  plan  have  come  several 
valuable  lessons.  First,  workers  have  come  to  realize  the  need  of 
local  interest  in  co-operation,  which  is  possible  only  with  local 
control.  Second,  the  cost-plus  system  of  retail  pricing  has  shown 
itself  unworkable  under  the  prevailing  conditions.  Third,  the  nec- 
essity is  more  clearly  seen  of  divorcing  co-operation  from  union- 
ism, thus  finding  relief  from  the  political  antagonisms  and  ineffi- 
ciencies which  are  grafted  onto  the  movement  by  such  affiliation. 
Fourth,  a  better  appreciation  of  the  need  for  accounting  control 
has  been  brought  home  to  co-operators.  Finally,  the  movement 
presents  at  once  a  fair  picture  of,  and  a  challenge  to,  democracy. 
Leaders  were  blind,  and  the  followers  were  blind.  Consequently, 
in  the  attempt  to  build  the  structure  to  the  sky,  success  was  not 
forthcoming.  Co-operation  must  of  necessity  move  slowly,  group- 
ing its  way  through  new  problems.  A  bold  sally  toward  a  changed 
order  cannot  move  faster  than  the  managerial  technique  em- 
ployed. 

The  next  chapter  will  treat  of  the  efforts  of  the  Central  States 
Co-operative  Wholesale  Society  to  return  to  its  early  position  as  a 
Rochdale  federation  of  autonomous  co-operative  stores  through 
the  sale  of  its  branches  to  local  co-operative  groups. 


CHAPTER  VII 

THE  RETURN  OF  THE  CENTRAL  STATES  CO-OPERA- 
TIVE WHOLESALE  SOCIETY  TO 
THE  ROCHDALE  SYSTEM 

The  reorganization  of  the  Central  States  Co-operative  Whole- 
sale Society  was,  and  still  is,  the  order  of  the  day.  Branch  stores 
are  being  turned  back  to  local  groups  as  independent  Rochdale 
enterprises  as  fast  as  sentiment  and  finances  will  permit.  The 
Central  States  Co-operative  Wholesale  Society  gets  in  touch  with 
union  subscribers  and  urges  them  to  create  a  committee  to  solicit 
sufficient  subscriptions  to  take  over  the  branch  store  as  a  Roch- 
dale co-operative,  paying  to  the  Central  States  Co-operative 
Wholesale  Society  the  difference  between  the  stock  on  hand  and 
the  readjusted  value  of  the  shares  held.1  If  a  Rochdale  co-opera- 
tive cannot  be  formed,  the  store  is  either  closed  out  or  sold  to  the 
local  union.' — This  work,  however,  is  hampered  by  exaggerated 
tales  of  dishonesty2  and  by  the  apathy  and  fear  of  a  Rochdale 
venture  which  still  prevail  in  communities  where  Rochdale  stores 
have  failed.  One  of  the  greatest  difficulties  has  been  encountered 
in  convincing  unionists  that  much  is  to  be  gained  by  a  co-opera- 
tive. Because  of  the  expansion  of  competing  chain  stores  into 
many  districts,  the  people  quite  generally  felt:  " What's  the  use 
of  going  to  so  much  trouble  and  risk  when  there  isn't  much  to 
gain?"    And  sometimes  active  antagonism  has  been  shown — at 

1  Notes  signed  by  the  local  group  are  acceptable,  giving  every  opportunity  for 
continuing  the  operation  of  the  co-operative. 

2  See  p.  91.  In  talking  with  unionists,  the  writer  has  observed  that  Mr.  Mc- 
Kechan  was  repeatedly  characterized  as  dishonest,  and  the  losses  on  his  unfortunate 
flour  and  sugar  contracts  were  much  overestimated. 
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one  local  union  meeting  it  was  moved  that  the  Central  States  Co- 
operative Wholesale  Society  agent  be  thrown  out  of  the  window.1 
In  spite  of  these  facts,  however,  sixteen  of  the  forty  remaining 
stores  are  or  soon  will  be  independent  Rochdale  stores. 

a)  The  revival  of  wholesale  operations. — A  step  forward  in  the 
new  policy  was  the  calling  of  a  conference  of  co-operative  man- 
agers on  June  18,  1923,  at  the  wholesale  headquarters.  The  pur- 
pose of  the  conference  was :  to  build  up  strong  Rochdale  support 
for  the  Central  States  Co-operative  Wholesale  Society;  to  assure 
joint  buying;  to  decide  on  commodities  to  be  carried  in  stock;  to 
decide  on  co-operative  brands  and  labels;  to  discuss  joint  audit- 
ing and  accounting;  and  to  foster  the  development  of  co-operative 
education.  The  call  was  signed  by  the  Central  States  officials 
and  by  the  manager  or  secretary  of  five  of  the  strongest  Rochdale 
societies  in  the  state — Benld,  Bloomington,  Schram  City,  Mount 
Olive,  and  Staunton.2  The  meeting  was  attended  by  representa- 
tives of  forty-five  independent  co-operative  societies  and  branch 
stores.  Despite  a  few  obstructionists  who  feared  high  freights,  de- 
layed shipments,  and  an  inefficient  board  of  directors,  enthusiasm 
was  strong  for  a  co-operative  wholesale  supported  voluntarily  by 
independent  federated  societies.  A  discussion  of  the  detailed  prob- 
lems of  merchandising  consumed  the  major  part  of  the  time. 
Rochdale  stores  promised  75  per  cent  of  their  business  in  certain 
lines3  to  the  joint  buying  agency.4  It  was  decided  that  the  whole- 
sale was  to  keep  a  limited  line  of  standard  goods  of  good  quality 
and  to  avoid  the  leaders  of  competitors  as  well  as  notorious 

1  Statement  of  A.  W.  Warinner,  June  16,  1923. 

2  Of  interest  to  note  is  that  these  societies  (except  Bloomington)  had  held  aloof 
from  purchasing  on  a  large  scale  while  the  Central  States  was  an  American  Rochdale 
Plan  organization.  See  pp.  71-72. 

3  Such  goods  as  could  be  handled  favorably  by  joint  purchasing — soap,  coffee, 
evaporated  milk,  canned  goods,  flour,  etc. 

4  The  25  per  cent  was  allowed  as  a  margin  to  satisfy  customers  who  wanted 
other  brands  than  those  sold  by  the  wholesale. 
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"scab"  products.  As  far  as  possible,  brands  of  the  wholesale1  and 
the  union  label  would  be  used. 

Although  the  management  of  the  wholesale  since  the  confer- 
ence has  been  largely  concerned  with  disposing  of  the  branch 
stores,  plans  for  development  are  under  way.  The  appointment 
of  Peter  Moerth  as  manager  in  place  of  Manager  Numnivuori, 
who  resigned  in  July,  1923,2  represents  a  complete  about-face  on 
the  part  of  the  officials  of  the  Central  States  Co-operative  Whole- 
sale Society,  for  Mr.  Moerth,  a  conscientious  student  of  co-opera- 
tion, was  early  aware  of  the  deficiencies  of  the  American  Rochdale 
Plan  and  held  tenaciously  to  an  unpopular  opinion  during  1920 
and  192 1.  The  new  manager's  straightforwardness  and  long  ex- 
perience in  co-operative  work3  have  gained  for  him  the  confidence 
of  many  co-operative  managers.  It  is  hoped  that  this  confidence 
will  increase  the  interest  in  federation,  as  the  Central  States  Co- 
operative Wholesale  Society  now  faces  a  much  more  difficult  prob- 
lem than  in  1 91 8,  for:  (1)  the  name  of  the  Central  States  whole- 
sale has  become  connected  with  failure,  poor  service,  high  prices 
and  losses — a  number  of  independent  stores  deeming  it  best  to 
"go  it  alone";4  (2)  chain  stores  have  been  rapidly  expanding  into 
the  larger  mining  towns  of  southern  Illinois,  making  co-operative 
development  more  difficult;5  (3)  support  by  the  United  Mine 
Workers  is  not  so  likely  to  be  forthcoming  as  before  the  disruption 
of  1922  ;6  (4)  the  wholesale  is  burdened  with  its  moral  promise  to 

1  A  graded  label  system  was  adopted — first  quality  goods  being  called  "Co- 
operators  Best";  second  quality  "Unity";  third  quality  "Loyalty." 

2  Mr.  Numnivuori  became  involved  in  personal  difficulties  which  caused  him  to 
leave  St.  Louis.  (Statement  of  A.  W.  Warinner,  September  n,  1923.) 

3  Mr.  Moerth  first  entered  the  co-operative  movement  with  the  Right  Relation- 
ship League  as  early  as  1908.  He  has  been  for  more  than  ten  years  a  manager  of  a 
co-operative.  See  the  history  of  the  Staunton  society,  Appendix  A. 

4  Most  Rochdale  stores  appear  willing  to  give  the  wholesale  another  trial. 
s  The  Kroeger  stores  especially  have  developed. 

6  See  p.  90. 
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pay  the  United  Mine  Workers  the  $177,000  voluntarily  relin- 
quished as  well  as  the  65  per  cent  of  share  and  loan  capital  de- 
preciation.1 To  independent  co-operatives  the  incentive  of  size- 
able Rochdale  purchase  returns  will  be  removed  if  previous 
deficits  are  to  take  a  considerable  share  of  the  earnings.2  Only  by 
their  faithful  support  will  payment  be  possible  in  any  case.3 

b)  Co-operative  educational  activity* — A  most  important  issue 
at  the  meeting  of  the  managers  on  June  18,  1923,  was  brought 
about  by  the  recommendation  of  A.  W.  Warinner  for  an  educa- 
tional campaign.  Mr.  Warinner,  educational  director  of  the  Cen- 
tral States  wholesale,  felt  that  its  failure  on  the  American  Roch- 
dale Plan  was  due  in  a  large  measure  to  a  lack  of  knowledge  of  the 
history,  aims,  and  purposes  of  the  co-operative  movement.  He 
stated  that  "failure  to  regard  the  laying  of  this  educational 
foundation  is  to  invite  ultimate  disaster  for  our  enterprise."  He 

1  The  writer  is,  however,  informed  that  neither  the  District  Mine  Workers  nor 
the  Central  States  Co-operative  Wholesale  Society  expects  any  repayment  to  be 
made.  Interview  with  A.  W.  Warinner,  June,  1924. 

2  See  p.  101. 

3  The  efforts  to  revive  the  wholesale  organization  proved  futile.  In  1923,  the 
building  which  had  been  occupied  by  the  society  was  turned  over  to  the  Arkansas  City 
Milling  Company  in  partial  settlement  of  a  contractual  obligation.  New  quarters 
for  the  Central  States  Co-operative  Wholesale  Society  were  then  rented  at  1752  State 
Street,  East  St.  Louis,  Illinois.  Arrangements  were  effected  with  St.  Louis  whole- 
sale grocers  whereby  the  sales  agent  of  the  Central  States  organization  would  secure 
orders  which  were  to  be  filled  by  the  private  wholesalers  at  a  discount.  Unfortunate- 
ly, management  of  the  Central  States  Co-operative  Wholesale  Society  was  some- 
what lax  and  sufficient  support  was  not  forthcoming  so  that,  in  the  summer  of  1924, 
Manager  Peter  Moerth  was  dismissed.  The  wholesale  department  was  taken  over 
by  Educational  Director  A.  W.  Warinner.  Nevertheless,  the  business  steadily 
dwindled  and,  at  the  present  time  (December,  1925),  steps  are  being  taken  to  dis- 
solve the  Central  States  Co-operative  Wholesale  Society  and  delegate  the  educa- 
tional work  of  the  organization  to  a  district  educational  organization  of  the  Co- 
operative League.  Undoubtedly,  the  wholesale  will  pass  into  history,  though  some 
joint  purchasing  may  continue  through  the  medium  of  the  educational  federation. 

4  The  sources  of  information  on  the  educational  program  were  visits  by  the 
writer  to  the  June  Managers'  Conference  and  to  the  August  co-operative  picnic. 
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asked  that  the  board  of  directors  be  required  to  appoint  an  educa- 
tional committee  from  the  co-operative  membership  with  in- 
structions to  create  an  educational  department  for  the  Central 
States  Co-operative  Wholesale  Society.  He  suggested  for  this 
committee  Messrs.  Zombro  (Bloomington),  Moerth  (Staunton), 
and  Numnivuori  (East  St.  Louis  Wholesale).  The  wide  range  of 
duties  of  the  educational  director  were  to  be  as  stated  at  the 
March  board  of  directors'  meeting.1  These  duties  included  the 
issuing  of  a  publication  to  deal  solely  with  the  co-operative  move- 
ment. (To  reduce  the  cost  of  this  magazine,  Mr.  Warinner  pro- 
posed the  purchase  of  a  $1,000  printing  plant.)2  He  hoped  to  open 
a  managers'  school  not  later  than  January  15,  1924.  He  expected 
to  foster  co-operative  spirit  through  women's  guilds.  The  man- 
agers' conference  concurred  in  his  suggestions.3 

The  educational  work  developed  rapidly  under  the  aggressive 
leadership  of  Mr.  Warinner.  The  first  issue  of  The  United  Con- 
sumer, an  eight-page  pamphlet,  came  from  the  press  August  15, 
1923.  It  stated  as  its  purpose  its  desire  to  "add  volume  to  the 
voices  now  engaged  in  broadcasting  to  a  heartsick  and  discour- 
aged world  the  hopeful  and  cheering  message  of  co-operation."4 
The  paper  contained  practical  information  on  the  problem  of 
actual  operation  of  a  co-operative  enterprise.  Space  was  given  in 
each  issue  to  the  difficulties  of  store  managers  and  to  boards  of 
directors  as  well  as  to  the  news  of  the  local  co-operative  societies. 

Under  the  auspices  of  the  newly  created  educational  depart- 
ment, a  picnic  was  held  on  August  19,  1923,  at  Funk's  Lake  (near 
Hillsboro),  at  which  5,000  people  were  present.  This  gathering — 

1  See  above,  p.  92. 

2  The  plan  was  postponed  due  to  lack  of  funds. 

3  To  finance  the  department,  Mr.  Warinner  expected  about  $12,000  annual 
income  from  picnics,  the  sale  of  co-operative  buttons,  and  an  assessment  of  3/10 
of  1  per  cent  on  the  gross  sales  of  affiliating  societies.  Expenses  were  estimated  to  be 
$8,700  a  year. 

4  The  United  Consumer,  Vol.  I,  No.  1  (August,  1923),  p.  1. 
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the  largest  yet  held  under  co-operative  auspices — gave  co-opera- 
tors an  opportunity  to  observe  the  interest  in  co-operation  which 
still  exists.1 

The  most  recent  development  of  the  educational  department 
is  the  promotion  of  a  "Mutual  Aid  Guild."  Members  are  to  be 
grouped  in  thousands,  a  one-dollar  assessment  being  levied  on 
each  member  of  a  group  for  every  death  within  that  group,  thus 
providing  a  $1,000  benefit  to  the  survivor.  With  each  death,  the 
first  member  of  the  group  following  will  be  moved  up  to  fill  the 
vacancy.  A  membership  fee  of  five  dollars  and  yearly  dues  of 
two  dollars  will  meet  the  expense  burden  of  administration  and 
help  finance  the  Educational  Department.2 

At  the  convention  of  the  Illinois  State  Federation  of  Labor, 
held  September  10-14,  1923,  at  Decatur,  Educational  Director 
Warinner  urged  the  passing  of  a  resolution  asking  for  co-operative 
educational  support  to  the  extent  of  a  cent  a  year  from  each 
member  of  every  affiliated  union  of  the  State  Federation.  This 
suggestion  received  the  hearty  support  of  the  Committee  on  Co- 
operation of  the  State  Federation  and  would  have  been  brought 
to  the  floor  of  the  convention  if  Al.  Towers,  secretary  of  the  Cen- 
tral States  Co-operative  Wholesale  Society,  had  not  objected  to 
such  an  assessment  for  other  than  State  Federation  purposes.3 
The  outcome  was  that  the  committee's  report  indorsed  co-opera- 
tion in  the  usual  way,  including  a  recommendation  for  a  per- 
manent committee  of  the  State  Federation  on  co-operation.4 

c)  The  IQ23  Central  States  Co-operative  convention. — The  con- 
vention of  the  Central  States  society,  held  October  1,  1923, 

1  Speakers  at  this  meeting  were  John  H.  Walker,  Father  McGowan,  and  E.  J. 
Manion. 

2  Bulletin  of  November  30,  1923,  Educational  Department  of  the  Central  States 
Co-operative  Wholesale  Society. 

3  Mr.  Towers  and  Mr.  Warinner  were  not  on  good  terms. 

4  The  writer  attended  the  Illinois  State  Federation  of  Labor  convention  on 
September  10-12,  1923. 
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showed  a  renewed  enthusiasm  for  a  sound  development  along 
Rochdale  lines.1  A  new  constitution  was  drawn  up  with  the  fol- 
lowing provisions:  (i)  Control  is  vested  in  nine  directors  holding 
office  for  a  year.  (Six  of  this  number  are  to  represent  affiliated 
co-operative  stores,  while  the  remaining  three  represent  local 
unions.  Out  of  its  membership,  the  board  is  to  elect  three  officers. 
Meetings  of  the  board  are  to  be  quarterly.) ;  (2)  The  convention 
is  to  elect  three  auditors — an  expert  accountant  to  be  employed 
by  the  board  when  it  is  deemed  advisable;2  (3)  A  buying  com- 
mittee of  three  members,  consisting  of  three  managers  of  Roch- 
dale co-operative  stores,  is  to  be  selected  by  the  convention.  This 
committee  is  to  approve  all  Central  States  Co-operative  Whole- 
sale Society  purchases  over  $500  in  amount  and  to  pass  upon  the 
credit  of  affiliated  stores;3  (4)  Co-operative  buying  clubs  are  to 
be  fostered  in  regions  in  which  there  is  no  co-operative  store. 
Such  clubs  upon  buying  one  share  in  the  wholesale  may  obtain  the 
same  selling  prices  as  member  stores;4  (5)  The  income  of  the  so- 
ciety is  to  be  divided  as  follows:  .3  of  1  per  cent  of  the  gross  sales 
is  to  go  to  the  educational  department;5  then  4  per  cent  interest 
is  paid  on  share  and  loan  capital;6  5  per  cent  of  the  net  profits 
next  goes  to  the  reserve  fund,  after  which  at  least  50  per  cent  of 
the  remainder  is  to  be  applied  to  the  refunding  fund7  to  discharge 
the  obligation  to  the  District  Mine  Workers.  The  residual  amount 
is  to  be  used  collectively  for  social  purposes  or  to  be  divided  on 
the  basis  of  members'  purchases;8  (6)  None  but  bona  fide  Roch- 

1  Letter  of  A.  W.  Warinner  to  the  writer,  November  28,  1923. 

2  Central  States  Co-operative  Wholesale  Society  Constitution,  Arts.  18  and  20, 
1923.  The  reaction  to  elected  auditors  is  in  distinct  contrast  to  the  provision  of  the 
previous  year.  Ibid.,  Art.  24.  (See  p.  88.) 

3  Ibid.,  Art.  27. 

4  Central  States  Co-operative  Wholesale  Society  Constitution,  Art.  26. 
s  Also  2  per  cent  of  the  share  capital  as  an  initial  fund  ($3,285). 

6  To  date  from  October,  1924.  *  See  page  88. 

8  Central  States  Co-operative  Wholesale  Society  Constitution,  Arts.  11-14. 
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dale  stores  or  buying  clubs  are  to  be  admitted  to  membership 
after  the  adoption  of  the  constitution.1 

Under  this  constitution,  the  Central  States  officials,  still  led 
by  President  Walker,  will  attempt  to  federate  the  Rochdale  so- 
cieties of  Illinois.  The  new  board  of  directors  is  composed  of 
John  H.  Walker,  R.  D.  Kelly  (Hillsboro  Co-operative),  Al.  Towers 
(Belleville  Moulders  Union),  Sam  Willis  (Nokomis  Co-operative 
Society),  A.  M.  Jennings  (A.  A.  of  I.  S.  and  T.  P.  W.,  Granite 
City),  Charles  Wenschel  (Union  Fuel  and  Supply  Company, 
Staunton),  William  Shears  (Tovey  Co-operative  Society),  Dr. 
G.  L.  Kennedy  (Villa  Grove  Co-operative  Society),  and  L.  J. 
Salch  (Bloomington  Co-operative  Society). 

1  Ibid.,  Art.  3. 


CHAPTER  VIII 

THE  NATIONAL  CO-OPERATIVE 
ASSOCIATION  MOVEMENT 

On  the  tide  of  co-operative  enthusiasm  which  characterized 
the  period  from  191 6  to  1920,  the  National  Co-operative  Associa- 
tion came  into  existence.  Its  real  incentive  was  in  an  attempt  to 
unify  the  efforts  of  those  organizations  which  had  been  previously 
struggling  alone.  Local  co-operatives  planned  to  pool  their  pur- 
chases. All  local  and  district  groups  which  had  been  groping  their 
way  toward  federative  action  were  to  be  united  in  the  National 
Co-operative  Association.  In  Illinois,  the  Central  States  Co-op- 
erative Association  was  to  be  absorbed  in  the  larger  national 
organization.  It  was,  indeed,  felt  that  "The  co-operative  move- 
ment would  now  go  forward,  safely  and  soundly,  inspired  by  a 
spirit  of  national  unity."1 

Within  two  years,  however,  the  National  Co-operative  Asso- 
ciation failed  because  it  could  not  find  leaders  who  were  willing  to 
co-operate  in  its  support  and  because  it  attempted  to  organize  on 
too  large  a  scale  with  inadequate  capital  and  ineffective  control. 
Instead  of  proving  an  aid  to  the  co-operative  movement,  it  came 
to  be  a  positive  detriment.  Indeed,  the  development  of  the  Na- 
tional Co-operative  Association  is  a  fair  picture  of  the  results 
which  inevitably  follow  upon  the  attempt  to  build  up  a  super- 
structure of  co-operation  without  laying  the  foundation. 

a)  The  background  of  the  movement. — The  moving  force  be- 
hind the  National  Co-operative  Association  was  Dr.  J.  P.  War- 
basse,  president  of  the  Co-operative  League  of  America.  For  a 
number  of  years  prior  to  the  inception  of  the  National  Association 

1  Dalton  T.  Clarke  in  Co-operation  (March,  19 19),  p.  46. 
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in  1919,  Dr.  Warbasse  traveled  through  the  United  States  in  an 
attempt  to  organize  co-operation  on  a  national  basis.  Finally,  on 
September  25,  1918,  he  was  able  to  bring  together  at  Springfield, 
Illinois,  a  representative  group  of  co-operative  delegates.  There 
he  secured  the  recognition  of  the  league  as  a  national  educational 
federation  of  co-operatives. 

The  delegates  at  the  convention,  however,  were  concerned  with 
what  appeared  to  them  as  a  more  pressing  problem  than  that  of 
co-operative  education,  namely,  that  of  joint  purchasing.  Conse- 
quently, a  committee  was  formed  to  draw  up  plans  for  a  whole- 
sale.1 On  the  committee's  recommendation,  a  resolution  was 
adopted,  "That  the  Board  of  Directors  be  empowered  and  in- 
structed to  prepare  and  adopt  a  constitution  and  by-laws  and 
incorporate  under  such  a  state  and  with  such  an  amount  of  cap- 
ital as  it  shall  deem  advisable  for  a  national  co-operative  whole- 
sale."2 The  proposed  wholesale  was  to  merge  the  five  existing 
district  co-operative  wholesales3  and  open  additional  branches 
when  needed.  Indeed,  the  Central  States  Co-operative  Society 
had  already  voted  to  join  the  national  organization  and  the 
representatives  of  the  four  existing  wholesales  promised  imme- 
diate action. 

Dal  ton  T.  Clarke,  an  enthusiastic  worker  who  had  earlier 
brought  the  Tri-State  movement  of  Pittsburgh  out  of  financial 
difficulty,  was  chosen  as  president.  He  was  instructed  to  build  up 
the  new  wholesale.  The  vice-president  was  Carl  Lunn,  president 
of  the  Seattle  Consumers'  Co-operative  Association.  Duncan 
McDonald,  president  of  the  Illinois  State  Federation  of  Labor,  be- 

1  The  committee  was  composed  of  Duncan  McDonald  (Central  States  Co- 
operative Society);  Robert  McKechan  (Central  States  Co-operative  Society); 
Dalton  Clarke  (Tri-State  Co-operative  Society);  John  Numnivuori  (Finnish  Socie- 
ties); and  E.  O.  F.  Ames  (Pacific  Coast  League). 

2  Recommendations  of  the  Committee  on  Wholesale,  First  National  Co-operative 
Congress  (September  25,  1918). 

3  The  Central  States  Co-operative  Society,  the  Pacific  Coast  League,  the  Tri- 
State  Co-operative  Society,  the  Northwestern  Finnish  organization  (later  the 
Superior  Central  Exchange),  and  the  Co-operative  Wholesale  Society  of  St.  Paul. 
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came  secretary.  Other  directors  were  E.  0.  F.  Ames  of  the  Pacific 
Coast  League,  K.  E.  Grandahl  of  Massachusetts,  C.  F.  Lowrie 
of  the  Co-operative  Wholesale  Society  (St.  Paul),  and  John 
Numnivuori. 

b)  The  launching  of  the  wholesale. — On  April  21,  1919,  the  Na- 
tional Co-operative  Association  was  incorporated  under  the 
Wisconsin  law  with  a  capitalization  of  $1,000,000  (10,000  shares 
at  $100  par  value).  Rochdale  co-operative  stores  were  to  form 
the  sole  membership.  Each  store  was  to  buy  one  share  for  each 
one  hundred  members  or  fraction  thereof,  and  was  to  have  one 
vote  regardless  of  shares  owned.  Unions  or  individuals,  however, 
might  supply  capital  in  either  $10  or  $100  units.  No  voting  power 
would  attach  to  such  investment. 

To  supplement  the  work  of  the  five  merging  wholesales,  it 
was  decided  to  enter  three  additional  districts,  Chicago,  Seattle, 
and  Hoboken.1  Accordingly,  in  October,  19 19,  the  Hoboken 
branch  was  opened  through  the  aid  of  the  Co-operative  League. 
Shortly,  through  Vice-President  Lunn's  efforts,  a  Seattle  office 
commenced  operations  with  seventeen  affiliated  societies.  The 
Chicago  territory,  the  last  organized,  was  entered  in  November, 
1919. 

As  the  affairs  of  the  National  Co-operative  Association  were 
soon  dominated  by  discord,  a  description  of  the  wholesale's  activi- 
ties should  be  prefaced  by  a  statement  of  the  relationship  between 
the  leaders.  Dr.  Warbasse,  who  had  sponsored  the  organization, 
soon  found  himself  in  the  position  of  a  hen  that  had  hatched  a 
brood  of  ducklings,  for  the  National  Co-operative  Association's 
officers  did  not  confine  themselves  strictly  to  the  instructions  of 
the  1 918  Springfield  co-operative  convention.  Instead  they  for- 
mulated a  plan  for  the  promotion  of  co-operative  chains  of  retail 
stores.  By  this  means  they  hoped  to  enlist  sufficient  public  sup- 
port to  set  up  a  thriving  chain  store  system  which  would  furnish 

1  This  decision  was  reached  at  a  meeting  at  Chicago  on  November  2,  1918. 
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both  capital  and  support  for  the  wholesale  organization.  At  first 
Dr.  Warbasse  was  inclined  to  consent,  stating  that  "The  National 
Co-operative  Stores  are  based  on  unimpeachable  principles.',  His 
publication,  Co-operation,  also  lauded  the  co-operative  orator 
whose  twenty  minute  talk  at  Lehighton,  Pennsylvania,  secured 
$4,000  toward  the  opening  of  a  branch  store  of  one  of  the  co- 
operative chain  organizations.  Later,  however,  he  turned  against 
the  National  Co-operative  Association.  In  explanation  of  his  ac- 
tion he  said,  "We  approved  of  their  methods  and  tried  to  help 
them.  We  openly  criticized  them  and  advised  co-operative  so- 
cieties against  them  only  when  they  added  dishonesty  to  their 
innovation."1 

There  were  also  other  causes  of  discord.  The  president  of  the 
Central  States  Co-operative  Wholesale  Society  had  no  confidence 
in  the  National  Co-operative  Association  and  refused  to  allow  his 
wholesale  to  merge.2  Both  the  Tri-State  organization  and  the 
Pacific  Coast  League  were  willing  to  affiliate  but  refused  to 
merge.3  The  president  of  the  Co-operative  Wholesale  Society  of 
America  at  St.  Paul  thought  that  his  organization  should  form  the 
nucleus  of  the  national  movement  and  so  refused  his  support.4 
At  Superior,  Wisconsin,  the  Co-operative  Central  Exchange  had 
so  little  faith  in  such  a  venture  that  not  only  did  it  refuse  to  merge 
but  Manager  Numnivuori  of  the  Exchange  resigned  from  the 
board  of  directors  of  the  National  Association.5 

This  series  of  disheartening  events  caused  the  wholesale's 
officials  to  look  for  a  new  source  of  support.  In  districts  where  co- 
operation was  relatively  undeveloped,  efforts  were  made  to  gain 
the  support  of  workers  for  Rochdale  co-operative  chain  stores — 

1  Letter  of  J.  P.  Warbasse  to  Robert  McKechan,  January  4,  1921. 

2  See  p.  46. 

3  Statement  of  C.  F.  Lowrie.  Interview,  February  28,  1924. 

4  Ibid.,  December  12,  1923. 

s  Statement  of  John  Numnivuori.  Interview,  June  18,  1923. 
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these  chain  stores  turning  25  per  cent  of  their  subscriptions  over 
to  the  National  Co-operative  Association  as  investments  in  the 
shares  of  the  wholesale.  Thus,  at  New  York,  Chicago,  and  Seattle, 
separate  consumers'  chains  formed  the  backbone  of  the  whole- 
sale's support.  Indeed,  the  whole  National  Co-operative  Associa- 
tion movement  may  be  said  to  have  been  built  upon  retail  organ- 
izations which  were  promoted  by  the  wholesale  rather  than  by 
local  groups.1 

c)  Operations  in  the  New  York  district. — At  a  meeting  held 
June  8,  1919,  in  the  Co-operative  League  offices  in  New  York, 
plans  were  laid  for  the  formation  of  a  New  York  branch  wholesale 
with  Martin  Weber  in  charge.  It  was  felt  that  $100,000  was 
needed  for  the  project,  but  by  November  2,  191 9,  three  active 
organizers  had  secured  only  $7,000  from  the  four  local  societies 
which  had  been  launched.  Despite  the  lagging  support,  a  whole- 
sale office  was  opened  at  Hoboken  in  October,  191 9.  By  the  close 
of  the  year,  W.  W.  Nooning  had  replaced  Martin  Weber  as  re- 
sponsible head. 

At  the  first  convention  of  the  New  York  district,  held  March 
26,  1920,  a  great  stimulus  was  given  the  movement  by  the  an- 
nouncement that  the  Pennslyvania  State  Federation  of  Labor  had 
officially  indorsed  the  Association.  Efforts  were  made  to  raise 
$100,000  to  place  a  wholesale  in  Allentown,  Pennsylvania.  The 
effort  at  centralization  was  approved,  for  it  was  felt  "that  inde- 
pendent stores  had  failed  because  of  lack  of  concentration  and 
centralization."2 

Notwithstanding  the  apparent  enthusiasm  and  support  of  the 
New  York  group,  the  success  of  the  Hoboken  branch  was  short- 
lived, for  it  went  into  receivership  on  December  17,  1920.  Al- 
though inefficient  management  and  falling  prices  probably  played  a 

1  The  affiliated  co-operative  wholesales  did  very  little  purchasing  from  the  Na- 
tional Co-operative  Association.  Very  little  support  was  received  from  the  few 
local  co-operative  organizations  that  affiliated. 

2  The  Co-operative  News  (April  10, 1920),  p.  40. 
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large  part,  officials  blamed  Dr.  J.  P.  Warbasse  of  the  Co-operative 
League  for  its  failure.  It  was  asserted  that  he  had  caused  mis- 
understandings between  the  stockholders  and  the  wholesale, 
especially  in  condemning  the  organization  through  the  publica- 
tions of  the  Co-operative  League  and  on  the  floor  of  the  1920 
Co-operative  Congress  at  Cincinnati.1 

As  the  receiver  did  not  know  that  the  New  York  wholesale 
was  a  branch  of  a  Chicago  organization,  the  Chicago  office  was  not 
placed  in  receivership  until  January  19,  1921. 

d)  Co-operative  wholesaling  in  Seattle. — In  May  of  191 9,  at  the 
request  of  both  Dr.  Warbasse  and  co-operative  groups  in  Seattle, 
Washington,  the  National  Co-operative  Association  sent  an  agent 
out  to  organize  a  branch  wholesale  in  that  district.  The  eleven 
co-operative  stores  of  Seattle,  which  formed  the  Seattle  Con- 
sumers' Association,  pledged  themselves  to  affiliate  with  the  Na- 
tional Co-operative  Association  and  to  pay  25  per  cent  of  their 
capital  stock  to  that  organization.  This  pledge  was,  however, 
never  fulfilled,  for  events  showed  that  the  retail  stores  outside  of 
Seattle  were  the  only  supporters  of  the  wholesale.  Indeed,  the 
wholesale  extended  so  much  credit  to  the  Consumers'  Association 
that  when  factional  quarrels  disrupted  that  group,  leading  to  a 
crash,  the  wholesale,  in  order  to  retain  the  confidence  of  its  mem- 
bers, paid  $9,000  of  the  retail's  indebtedness.  The  wholesale 
branch,  however,  was  forced  to  close  its  doors  on  August  15, 
1920. 

e)  The  National  Co-operative  Association  in  Chicago. — The 
Chicago  group,  due  to  severe  competition  and  lack  of  interest  of 
retail  co-operatives,  was  the  last  of  the  National  Association 
wholesales  to  be  launched.  Although  organized  on  June  15,  1919, 
the  first  shipment  of  goods  was  not  made  until  November  5,  1919. 
The  Chicago  office  started  out  with  one  room  and  an  office  force  of 
two  persons.  Soon,  however,  large  orders  for  the  steel  strike  com- 

1  See  Appendix  D. 
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missary  were  received  from  the  Committee  for  Organizing  the 
Iron  and  Steel  Workers.  A  rapid  expansion  followed  and  for  the 
months  of  November  and  December,  1919,  profits  of  $2,317.91 
were  reported.1 

The  National  Consumers'  Co-operative  Association  had  been 
formed  to  open  retail  stores  in  the  district.2  These  stores,  which 
were  being  opened  in  rapid  succession  during  the  year  1920,  were 
bringing  funds  to  the  National  Co-operative  Association  under 
the  affiliation  agreement.3  Only  five  already  existing  co-opera- 
tives, however,  affiliated.4 

At  the  beginning  of  1920,  a  controversy  arose  between  the 
National  Co-operative  Association  and  the  Central  States  Co- 
operative Wholesale  Society.  The  National  Co-operative  Asso- 
ciation had  sent  to  all  co-operative  societies  in  the  northern 
Illinois  district  a  circular  asking  for  support.  The  Central  States 
Co-operative  Wholesale  Society  believed  that  encroachments  were 
being  made  upon  its  territory  and  a  threat  was  made  to  enter  the 
Chicago  field.  Indeed,  the  Central  States  society  went  so  far  as 
to  sent  an  agent  to  Chicago  to  look  over  a  Chicago  co-operative 
society  with  a  view  of  making  it  a  branch.5  Officers  of  the  Central 
States  Co-operative  Wholesale  Society  were  also  engaged  in  trade 
union  controversies  with  the  leaders  of  the  National  Association 
so  that  relations  were  very  much  strained.6  Attempts  at  con- 
ciliation were  to  no  purpose  and  by  April,  1920,  the  Central 

1  Organization  expenses  were  treated  as  deferred  assets.  Report  of  National 
Co-operative  Association,  December,  31,  1919.  See  Appendix  B. 

2  For  discussion,  see  next  chapter. 

3  Twenty-rive  per  cent  of  stock  subscriptions  were  invested  in  shares  of  the 
wholesale.  See  p.  116. 

4  The  Roseland  Co-operative  Society,  the  Workmen's  Co-operative  Society, 
the  Northwestern  Co-operative  Society,  the  Workers'  Co-operative  Society,  and 
the  Grand  Crossing  Co-operative  Society,  all  of  Chicago. 

s  Interview  with  Roy  Shanks,  Cleveland,  November  23,  1923. 
6  See  pp.  53,  59. 
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States  Co-operative  Society  officials  sent  out  warnings  to  the 
effect  that  the  National  Co-operative  Association  was  a  fake.1 

On  March  15,  1920,  the  first  convention  of  the  National  Co- 
operative Association  was  held  in  Chicago.  It  was  claimed  that 
167  branch  or  affiliated  retail  stores  were  represented:  59  in 
Seattle;  21  in  New  York;  29  in  Chicago;  and  58  in  Pittsburgh.  At 
this  meeting  it  was  recommended:  (1)  that  an  advisory  com- 
mittee be  established  at  each  branch  wholesale  "to  have  super- 
vision of  that  branch  under  the  direction  of  the  national  board"; 
and  (2)  that  district  meetings  for  affiliated  and  branch  stores  be 

TABLE  VII 

Assets  Liabilities 

Cash $      158.49  Bills  payable $14,176.80 

Furniture  and  fixtures. .       8,416. 31  Notes  payable 431 .  94 

Accts.  receivable 5*723.54  Loan  capital 15,982.26 

Wholesale  inventory ...     15,072.75  Capital  stock  (paid  in) .     16 ,  497 .  36 

Organization  expenses..     16,064.41  Profit 8,347.14 

$55,435.50  $55,435.50 

held  semiannually,  replacing  the  one  central  meeting.  Reports 
were  made  to  the  effect  that  organization  expenses  averaged  11 
per  cent;  that  sales  for  the  first  two  months  aggregated  $150,000; 
and  that  gross  profits  (on  sales)  were  3J  per  cent. 

The  officers  were  re-elected  and  given  a  special  vote  of  con- 
fidence. The  board  of  directors  for  the  following  year  consisted 
of:  President  Dalton  T.  Clarke  of  Chicago;  Secretary  C.  F. 
Lowrie  of  Chicago;  Organizer  Percy  Cooper  of  Chicago;2  Vice- 
President  Carl  Lunn  of  Seattle;  E.  O.  F.  Ames  of  the  Pacific  Coast 
League;  Manager  Brown  of  Pittsburgh;  and  Manager  Dellavia  of 
New  York.  It  should  be  noted  that  the  officers  and  the  directors 

1  Letter  of  Robert  McKechan  to  John  H.  Walker,  April  1, 1920;  letter  of  Robert 
McKechan  to  John  B.  Gay,  June  12,  1920.  Also  see  p.  127. 

2  Mr.  Cooper  was  a  British  co-operator  who  was  organizing  retail  branches  for 
the  National  Consumers'  Co-operative  Association. 
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of  the  National  Co-operative  Association  were,  in  the  main,  the 
same  group  that  controlled  the  National  Consumers'  Co-operative 
Association.1 

At  this  time,  the  Inter-Church  World  Movement  interested 
itself  in  the  National  Co-operative  Association.  Its  greatest  aid 
was  in  hiring  Price,  Waterhouse  and  Company  to  audit  the  books 
of  the  Chicago  office.2  This  audit,  which  gave  the  financial  condi- 
tion as  of  March  31,  1920,  is  shown  in  Table  VII.3 

The  balance  sheet  in  Table  VII  shows  the  narrow  margin  on 
which  the  wholesale  was  operating.  With  a  small  cash  balance, 
large  accounts  receivable,  and  organization  expenses  which  very 
nearly  equaled  the  paid-in  capital  stock,  the  condition  of  the 
wholesale  was  not  impressive.  The  total  subscribed  capital  was 
$65,400.  Only  a  quarter  of  this  had  been  paid  in.  The  chief  share- 
holder was  the  National  Consumers'  Co-operative  Association, 
other  co-operators  subscribing  a  total  of  only  $500.  Unions,  how- 
ever, had  lent  nearly  $16,000  to  the  organization.4 

The  sales  of  the  Chicago  office  since  the  beginning  in  No- 
vember, 1919,  had  totaled  $123,105.70.  The  overhead  expense 
was  5.9  per  cent. 

Not  only  did  the  National  Co-operative  conduct  a  wholesaling 
business,  but  it  also  took  charge  of  accounting  and  auditing  for 
certain  branch  stores  of  the  National  Consumers'  Co-operative 
Association  and  aided  in  educational  and  organization  work.  In 
order  to  stimulate  interest  in  purchasing  co-operative  products, 
canned  milk,  peanut  butter,  pork  and  beans,  spices,  and  extracts 
were  packed  under  a  co-operative  label. 

1  See  p.  117. 

2  The  Inter-Church  Movement  was  attempting  to  judge  the  soundness  of  the 
Association  before  definitely  pledging  any  financial  support. 

3  Report  of  Audit  of  the  National  Co-operative  Association  (wholesale),  Price, 
Waterhouse  and  Company. 

4  See  Appendix  B  for  the  consolidated  statement. 
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Despite  these  activities  the  wholesale  organization  proved  a 
constant  drain  upon  the  retail  chain  stores.  Goods  could  not  be 
advantageously  purchased  by  the  wholesale  for  want  of  adequate 
working  capital,  and  service  to  retail  branches  was  poor.  Both 
organizations  lost  considerably  in  efficiency  by  the  elaborate  ac- 
counting involved  in  handling  separately  the  affairs  of  the  whole- 
sale and  the  retail  organizations.  The  wholesale's  branches  at 
Seattle  and  Hoboken  were  almost  entirely  out  of  touch  with  the 
Chicago  office — this  lack  of  control  allowing  large  losses  to  drain 
the  funds  of  the  organization.  To  add  to  the  difficulties  of  the 
wholesale,  a  fire  on  August  4,  1920,  disorganized  for  some  days 
the  affairs  of  the  Chicago  office. 

/)  The  downfall  of  the  National  Co-operative  Association. — At 
the  close  of  the  year  1920  the  National  Co-operative  Association 
appeared  to  be  doomed.  Depression  was  continuing,  attacks  from 
the  Co-operative  League  and  from  the  Central  States  Co-opera- 
tive Wholesale  Society  were  becoming  even  more  severe,  and 
efforts  to  secure  payment  of  subscription  balances  from  members 
of  the  consumers'  chain  stores  proved  unavailing.  The  Hoboken 
office  was  forced  into  receivership  on  December  17,  1920,  and  on 
January  19,  192 1,  the  receiver  assumed  charge  at  Chicago.  The 
consumers'  organization — the  National  Consumers'  Co-operative 
Association — continued  operation  for  two  months  after  the  failure 
of  the  wholesale. 

Thus,  the  National  Co-operative  Association,  which  was  to  be 
the  rallying  point  of  co-operators  of  the  United  States,  passed 
out  of  existence.  It  left  behind,  however,  lessons  which  co-opera- 
tors can  afford  to  take  to  heart.  These  lessons  are:  (1)  co-opera- 
tive wholesaling  cannot  be  artificially  stimulated  in  districts 
where  there  is  an  insufficeint  number  of  co-operatives  to  make  a 
wholesale  economically  desirable;  (2)  co-operative  wholesaling 
cannot  go  on  successfully  in  the  face  of  personal  conflicts  between 
co-operative  leaders;  (3)  the  entire  United  States  is  too  large  a 
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territory  for  the  economical  operation  of  a  wholesale  on  the  scale 
contemplated  by  the  National  Co-operative  Association;  (4) 
federated  action  of  co-operatives  must  proceed  from  a  desire  on 
the  part  of  the  co-operatives  to  unite  for  the  common  advantage — 
it  cannot  successfully  be  brought  into  the  district  by  an  outside 
organization;  (5)  movements  of  a  new  character  should  be  started 
after  long  and  careful  consideration,  not  only  to  insure  the  prac- 
ticality of  the  plan,  but  to  "sell"  the  idea  to  those  with  whom 
one  must  co-operate. 


CHAPTER  IX 

THE  NATIONAL  CONSUMERS'  CO-OPERATIVE 
ASSOCIATION 

a)  The  starting  of  the  chain  store  plan. — Co-operative  stores 
in  the  Chicago  district  in  191 9  were  reluctant  to  give  support  to 
a  co-operative  wholesale.  Consequently,  President  Clarke  of  the 
National  Co-operative  Association  formed  a  contact  with  the 
Chicago  Federation  of  Labor  which  resulted  in  the  launching  of 
the  National  Consumers'  Co-operative  Association,  a  chain  of 
Rochdale  co-operatives  with  headquarters  at  Chicago.  Two  hun- 
dred enthusiastic  delegates  gathered,  on  October  12,  1919,  at  a 
co-operative  convention  called  by'  the  Chicago  Federation  of 
Labor.  From  this  convention  came  the  idea  of  a  chain  of  co- 
operative stores  which  would  be  the  chief  supporters  of  the  Na- 
tional Co-operative  Association  in  the  district.  Chicago  was  to 
be  divided  into  trade  centers,  in  each  of  which  was  to  be  estab- 
lished a  branch  retail  store.  Membership  in  the  society  was  to  be 
obtained  through  lectures,  literature,  the  press,  and  organizers. 
The  stores  were  to  be  operated  according  to  the  best  principles  of 
scientific  management.  Organization  was  to  be  in  charge  of  a 
committee  of  fifteen.  It  was,  indeed,  felt  that: 

The  United  States  for  twenty-five  years  has  been  a  graveyard  for  co- 
operative societies,  the  outstanding  feature  being  the  lack  of  co-operation 

among  co-operative  societies Before  members  could  be  educated 

and  employees  trained,  the  society  has  been  destroyed.  The  most  promising 
sign  is  the  co-operative  wholesale  movement  and  the  organization  of  the 
chain  store  system  put  forward  by  the  older  and  more  experienced  co-opera- 
tors of  the  country.  We  must  maintain  democratic  control  of  such  organiza- 
tions, but  combine  we  must.1 

1  The  Co-operative  News  (May  8,  1920),  p.  2. 

114 


NATIONAL  CONSUMERS'  CO-OPERATIVE  ASSOCIATION     1 1 5 

Consumers  became  members  of  a  branch  store  by  paying  a  $3 
membership  fee1  and  purchasing  from  two  to  five  non-withdraw- 
able $10  par  value  shares.2  These  shares  were  to  bear  6  per  cent 
interest.3  Members  were  allowed  to  inspect  accounts  and  elect 
auditors.4  Monthly  branch  store  meetings  were  to  be  held  and 
emphasis  was  placed  upon  educational  and  social  work,  com- 
mittees being  formed  for  these  purposes.  Branch  members  elected 
a  board  of  directors  for  a  one-year  term,  which  board  in  turn 
elected  a  chairman  and  two  delegates  to  the  quarterly  meetings 
of  the  central  board  of  directors.  Directors  met  once  a  month  to 
prepare  a  financial  statement,  to  guide  the  educational  and  social 
work,  and  to  recommend  to  the  central  office  the  hiring  and  dis- 
charging of  employees.5 

At  the  quarterly  meetings  of  the  branch  store  delegates  a  cen- 
tral board  of  directors  was  elected,  consisting  of  one  man  from 
each  store.6  The  board  of  directors  elected  its  own  officers  (who 
might  be  paid  employees,  if  desired).7  The  central  board  of  di- 
rectors held  monthly  meetings  for  the  purpose  of  supervising  the 
policies  of  the  chain  stores,  including  the  hiring  and  discharging  of 
employees.  If  the  directors  deemed  it  necessary,  they  were  em- 
powered to  call  in  a  certified  accountant  to  audit  the  society's 
books.8  They  also  were  to  elect  from  their  number  representa- 
tives to  the  National  Co-operative  Association  (Wholesale)  and 
three  auditors.9  The  organization  and  development  work  for  the 

1  Later  raised  to  $10,  one  dollar  and  fifty  cents  going  for  a  year's  subscription 
to  the  Co-operative  News  and  the  Pacific  Co-operator. 

2  The  par  value  was  later  raised  to  $50. 

3  Constitution  of  the  National  Consumers'  Co-operative  Association,  Arts.  4,  9, 
and  10. 

4  Ibid.,  Arts.  11  and  12. 

s  Ibid.,  Art.  18.  1 1bid.,  Art.  20,  Sec.  1. 

6  Ibid.,  Art.   19,  Sec.  2.  8  Ibid.,  Art.  20,  Sec.  2. 

9  Minutes  of  board  of  directors  of  National  Consumers'  Co-operative  Associa 
tion  (October  24,  1919). 
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chain  store  system  was  left  in  the  hands  of  the  National  Con- 
sumers' Co-operative  Association.  Twenty-five  per  cent  of  stock 
subscriptions  was  re-invested  in  shares  of  the  National  Co-opera- 
tive Association. 

In  order  to  further  local  autonomy,  a  petition  of  10  per  cent 
of  the  members  or  of  two  branches  in  the  general  assembly  (Na- 
tional Consumers'  Co-operative  Association)  would  bring  a  refer- 
endum, while  a  two-thirds  vote  at  branch  store  quarterly  meetings 
was  necessary  for  a  constitutional  amendment. 

In  general,  the  stores'  business  policy  was:  cash  sales  at 
market  prices,  the  employment  of  union  labor,  and  the  purchas- 
ing of  union  label  goods  from  the  National  Co-operative  Associa- 
tion. After  paying  interest  on  share  and  loan  capital,  i|  per  cent 
of  the  gross  sales  was  to  be  set  aside  as  a  death  benefit  fund  for 
members,  5  per  cent  of  the  net  profit  was  to  be  placed  in  the  re- 
serve fund,  and  5  per  cent  used  for  co-operative  education,  while 
the  balance  was  to  be  used  for  purchase  dividends.  Members  who 
had  paid  for  five  shares  would  receive  full  dividends  while  all 
others  (including  non-members)  would  receive  half-dividends  to 
be  applied  on  the  purchase  of  shares.1 

Until  the  machinery  of  organization  could  be  put  in  operation, 
temporary  officers  were  appointed,  Dalton  Clarke  acting  as  pres- 
ident and  general  manager,  Swan  M.  Johnson  as  vice-president, 
and  C.  F.  Lowrie  as  secretary.  Separate  corporations  were 
formed  in  Illinois,  Iowa,  and  Wisconsin  to  comply  with  Blue 
Sky  laws,  the  controlling  shares  of  the  Iowa  and  Wisconsin 
corporations  being  held  by  the  Illinois  Association. 

The  plan  met  with  favor.  Some  of  the  chief  backers  were  the 
plumbers,  the  painters,  the  brickmakers,  the  butchers,  the  bakers, 
and  the  metal  polishers.  From  its  incorporation  on  October  15, 
1 91 9,  to  the  close  of  that  year,  $24,711.57  of  stock  was  sold,  of 

1  Constitution  of  the  National  Consumers'  Co-operative  Association,  Arts.  13,  14, 
15,  and  16. 
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which  $6,207.43  had  been  paid  in.  Of  the  subscriptions  about  13 
per  cent  (or  $3,324.00)  had  been  expended  for  organization  work. 
Seven  stores  were  established  in  industrial  centers  about  Chi- 
cago.1 The  steel  strike  was  on,  bringing  the  wholesale  organization 
great  support  from  steel  workers  although  this  activity  was  de- 
veloped at  the  expense  of  retail  branches.  Net  profits  of  the 
stores  (carrying  the  organization  expenses  as  assets)  total  $110.44 
for  the  two  and  a  half  months'  period. 

b)  Efforts  at  promotion. — All  radical  movements — and  the 
National  Consumers'  Co-operative  Association  was  no  exception 
— are  unfortunately  surrounded  by  a  swarm  of  job-seekers,  men 
who  are  misfits  in  life,  seeking  a  social  change  but  frequently  not 
capable  of  sustained  activity  in  its  behalf.  Such  a  swarm  gathered 
around  the  National  Consumers'  Co-operative  Association — a 
Mexican  promoter  claiming  to  have  lost  a  fortune;  a  Sears  Roe- 
buck ex-bookkeeper  who  had  aspirations  as  an  accountant;  and 
an  "efficiency  engineer  and  character  reader"  who  desired  to 
espouse  the  co-operative  cause.  Men  of  this  type,  guided  by  Presi- 
dent Clarke,  a  lawyer,  Secretary  Duncan  McDonald,  a  union 
official,  Assistant  Secretary  Lowrie,  a  Montana  co-operative 
organizer,  and  other  trained  leaders  formed  the  group  which  was 
to  make  Chicago  the  center  of  an  extended  movement. 

Their  approach  to  the  problem  was  an  intelligent  one.  North- 
ern Illinois,  particularly  Cook  County,  was  divided  into  districts 
each  of  which  would  logically  contain  a  co-operative  store.  The 
indorsment  of  the  National  Consumers'  Co-operative  Associa- 
tion by  the  Chicago  Federation  of  Labor2  allowed  them  a  nucleus 
of  supporters  in  most  sections  from  whom  they  could  work  toward 
a  widespread  membership.  Charts  of  the  progress  of  organizers' 

1  Stores  were  launched  during  this  period  at  Fulton,  Blue  Island,  Mont  Clare, 
De  Kalb,  and  Savanna,  Illinois,  and  Clinton,  Iowa.  A  store  at  Gary,  Indiana,  was 
controlled  but  not  owned  by  the  Association. 

a  See  p.  1 14. 


1 18     CONSUMERS'  CO-OPERATIVE  MOVEMENT  IN  ILLINOIS 

work  were  kept  in  the  main  office — organizers  being  judged  on  the 
number  of  memberships  secured,  although  paid  on  a  salary  basis.1 
These  organizers,  who  went  out  in  all  directions,  often  came  into 
towns  where,  it  is  asserted,  the  word  "Rochdale"  was  taken  to  be 
a  man's  name.  In  whirlwind  campaigns,  backed  by  pointed  pub- 
licity, people  were  stampeded  into  subscribing  for  shares  in  the 
Association.  One  organizer2  was  particularly  effective,  being  later 
described  to  the  writer  as  a  "great  ballyhooer  but  a  good  raiser 
of  cash."3 

To  stimulate  enthusiasm,  the  Co-operative  News  started  pub- 
lication in  November,  191 9,  rivaling  the  booster  papers  of  sub- 
urban sections  in  its  statement  of  the  National  Consumers'  Co- 
operative Association's  prospects.  However,  a  good  running  ac- 
count of  American  co-operation  was  also  included,  as  were  educa- 
tional items  of  a  general  nature. 

Organization  proceeded  rapidly  during  the  early  months  of 
1920 — the  association  seeming  in  a  position  to  become  a  leader  in 
Illinois  co-operation.4  Through  the  efforts  of  the  secretary,  Dun- 
can McDonald,  many  of  the  less  efficient  workers  were  discharged 
and  steps  were  under  way  to  join  with  the  Central  States  Co- 
operative Wholesale  of  East  St.  Louis,  which  was  even  more 
rapidly  attaining  prominence.5  On  February  24,  1920,  the  secre- 
tary of  the  Chicago  Federation  of  Labor,  acting  for  the  National 
Association,  wired  the  president  of  the  Central  States  Co-opera- 
tive Wholesale  to  come  to  Chicago  to  discuss  plans  for  consolida- 

1  Letter  of  W.  E.  Zeuch  to  the  writer. 

2  D.  R.  Tanner. 

3  Statement  of  Fred  Birkholder,  August  2,  1923  (Kewanee,  111.). 

4  Competition  in  stock  sales  was  felt  from  the  Central  States  Co-operative 
Wholesale,  spreading  northward,  from  the  Co-operative  Society  of  America,  and 
from  a  chain  of  "Brite  Mawnin"  stores,  projected  by  the  L.  C.  Creasey  Corpora- 
tion. 

s  Letters  of  Duncan  McDonald  to  Robert  McKechan,  January  21,  1920  and 
March  18,  1920. 
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tion.  Although  prospects  were  bright,  the  bitter  controversy  rag- 
ing between  the  secretary  of  the  National  Association  and  the 
president  of  the  Central  States  Co-operative  Wholesale  forestalled 
all  developments,  the  meeting  breaking  up  in  a  row. 

Benefit,  however,  came  out  of  these  deliberations  in  that 
Price,  Waterhouse  and  Company  was  called  in  to  audit  the  books 
of  the  Association  as  of  March  31,  1920.  The  figures  on  that  date 
indicated  that  five  stores  were  operating  while  twenty  were  being 
developed;  10,408  shares  of  stock  ($10  par)  had  been  sold;  and 
paid-in  subscriptions  amounted  to  $55,387.17.  Unions  and  indi- 
viduals had  lent  $3,861.36  to  the  Association  at  5  per  cent  interest. 
Development  and  organization  expenses  of  $19,898.22  were  car- 
ried as  assets — 19.5  per  cent  of  the  total  subscriptions  or  35.8 
per  cent  of  paid-in  subscriptions.  The  operating  loss  since  the 
start  was  $4,354.92,  of  which  amount  $1,954.58  represented  an 
unexplained  deficit  of  the  Mont  Clare  Store.  Thus,  the  retail 
stores  were  losing  money  during  their  first  six  months  of  operation 
despite  continually  rising  prices  and  the  carrying  of  organization 
and  development  expense  as  assets.  Even  the  National  Associa- 
tion's officials  realized  the  critical  nature  of  the  situation. 

Unfortunately,  the  manager  of  the  rival  co-operative  chain 
stores  of  East  St.  Louis1  had  been  called  in  to  aid  in  the  auditing, 
which  enabled  him  to  observe  this  condition.  He  lost  no  time  in 
condemning  the  organization  to  his  friends.  He  said,  "They  have 
$25,000  of  loss  or  organization  expense,  called  an  asset."2  Thus 
placed  on  the  defensive,  the  National  Association  urged  that  their 
certified  public  accountants  had  followed  conservative  accounting 
practice — that  20  per  cent  was  not  too  much  to  pay  for  building 
up  an  organization.  Whatever  the  merits  of  the  argument,  it  is 
clear  that  this  report,  despite  its  relatively  favorable  showing, 
brought  discredit  to  the  officials  of  the  organization. 

1  Robert  McKechan  of  the  Central  States  Co-operative  Wholesale  Society. 

2  Letter  of  Robert  McKechan  to  A.  V.  Craig,  May  1,  1920. 
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c)  Method  of  control. — Having  detailed  the  organization  of  the 
chain  stores,  it  may  be  well  briefly  to  describe  the  plan  of  control. 
As  noted  above,  the  Association  was  intended  to  be  democratic, 
allowing  branch  store  representation  in  quarterly  delegates'  meet- 
ings. In  practice,  a  small  inside  group  completely  dominated  the 
National  Consumers'  Co-operative  Association,  achieving  this  end 
by  giving  votes  to  men  on  the  pay-roll  as  well  as  influencing  many 
delegates  from  isolated  stores.  Thus,  the  central  office  was  called 
the  "central  branch"  and  was  the  source  of  a  surprising  number  of 
directors. 

An  idea  of  the  conduct  of  affairs  may  be  gained  from  the 
elections  of  the  spring  of  1920.  Immediately  following  the  di- 
rectors' meeting  of  April  24,  1920,  the  delegates'  meeting  elected 
two  directors — John  Fitzpatrick,  president  of  the  Chicago  Federa- 
tion of  Labor,  and  D.  R.  Tanner,  an  organizer.  At  this  meeting 
the  local  stores  ineffectively  registered  protest  against  a  move 
which  had  changed  the  name  from  the  "local  board  of  directors" 
to  the  "local  advisory  committee" — more  local  autonomy  being 
desired.1  The  next  delegates'  meeting,  July  25, 1920,  was  attended 
by  representatives  of  sixteen  branches.  After  resignations  of  Dun- 
can McDonald  and  John  Fitzpatrick  were  read,  six  members  were 
added  to  the  board  of  directors — two  were  officials  of  the  Associa- 
tion; one  was  a  Chicago  Federation  of  Labor  representative;  one 
an  organizer;  one  a  manager;  and  one  a  member  of  a  branch 
store. 

d)  The  decline  of  the  movement. — As  the  first  half  of  1920 
closed,  officials  were  becoming  discouraged.  Money  was  pouring 
in  from  the  sale  of  stock  but  organization  costs  absorbed  much 
of  that  received.  Thus,  on  June  30,  1920,  the  balance  sheet 
showed  stock  subscriptions  as  $178,187 — less  than  half  of  this  (or 
$87,440.50)  had  been  paid  in.  Of  the  paid-in  subscriptions,  22} 
per  cent  was  being  carried  as  development  expense,  accounts  re- 

1  The  protest  was  brought  by  the  Fullerton-Rockwell  Branch. 
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ceivable  had  reached  a  high  mark  of  $9,329.02,  while  delivery 
equipment  of  $21,424.09  lacked  little  of  equaling  the  inventory 
figure  of  $27,343.33.  That  the  ten  stores  operated  were  over- 
equipped or  understocked  was  apparent.  Then,  too,  Dr.  War- 
basse  of  the  Co-operative  League  had  begun  a  relentless  warfare 
against  the  National  group  while  the  Central  States  Co-operative 
Wholesale  officials  less  openly  but  possibly  more  effectively  were 
undermining  the  possibility  of  expansion.  Also,  President  John  H. 
Walker  of  the  Central  States  Co-operative  Wholesale  Society  had 
replaced  Secretary  Duncan  McDonald  as  president  of  the  Illinois 
State  Federation  of  Labor,  thus  bringing  the  pressure  of  that 
organization  to  bear  against  the  National  Association. 

There  were,  however,  favorable  indications.  The  Tri-Cities 
Labor  Council  (Rock  Island,  Davenport,  and  Moline)  indorsed 
the  National  Association  and  the  Chicago  Federation  of  Labor 
support  was  not  only  continuing  but  was  even  more  active. 

But  the  fact  remained  that  seven  of  the  ten  stores  were  oper- 
ating at  an  increasing  loss,  which  totaled  $10,052.09  for  the  three 
months  from  March  31  to  June  30,  1920.  The  reason  for  this  loss 
is  apparent,  for  the  total  operating  expense  (including  an  alloca- 
tion of  2.25  per  cent  central  office  expense)  was  15.85  per  cent 
while  gross  profits  were  4.5  per  cent.  One  of  two  things  was  certain 
— either  the  stores  were  selling  goods  too  cheaply  or  some  leakage 
was  occurring  of  which  the  office  was  not  aware.  Undoubtedly, 
the  first  explanation  was  correct,  for  goods  were  being  purchased 
from  the  National  Co-operative  Association  (wholesale)  at  rela- 
tively high  prices  which  would  not  warrant  the  addition  of  the 
usual  margin  or  the  final  price  would  be  prohibitive/  Instead  of 
carrying  these  losses  as  a  deficit,  they  were  capitalized  into  that 
ever  ready  item,  Development  Expense,  which  had,  by  the  close 
of  July,  1920,  risen  to  25.5  per  cent  of  the  total  stock  subscrip- 
tions. 

1  See  p.  112. 
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On  July  24, 1920,  the  directors  decided  upon  a  dictatorship  to 
solve  the  management  problem — the  appointment  of  a  skilled  gen- 
eral stores  supervisor  who  was  to  be  given  complete  power  over 
the  control  of  retail  branches.  At  the  quarterly  delegates'  meet- 
ing on  the  following  day  this  decision  was  ratified  and  E.  N. 
Landry  was  appointed.  The  same  session  authorized  the  increas- 
ing of  the  capital  stock  to  $500,000  and  a  resolution  was  carried  to 
invest  40  per  cent  instead  of  25  per  cent  in  the  stock  of  the  Na- 
tional Co-operative  Association  (wholesale),  which  was  at  this 
time  encountering  even  greater  difficulties  than  the  retail  organ- 
ization. 

e)  The  attempt  at  recovery. — Under  Mr.  Landry's  guidance,  a 
bold  but  unsuccessful  attempt  at  recovery  was  made.  On  August 
1,  1920,  it  was  decided  that  no  member  should  vote  or  receive  a 
full  dividend  unless  his  shares  were  fully  paid;  also  that  no  branch 
store  could  be  organized  without  100  paid-up  members.  Changes 
were  made  in  the  store  management,  more  effective  routing  and 
report  systems  were  worked  out,  and  the  office  became  far  more 
efficient. 

On  October  28,  1920,  the  directors  voted  to  close  all  stores  not 
showing  promise  of  being  successful.  Then,  to  secure  more  funds, 
Mr.  C.  F.  Wills,  chairman  of  the  Co-operative  Committee  of  the 
Chicago  Federation  of  Labor,  was  drafted  to  work  for  the  Associa- 
tion and  the  question  of  a  bond  or  preferred  stock  issue  was  raised. 

However,  a  new  factor  was  beginning  to  work  against  the 
organization — a  falling  price  level.  This  situation  was  difficult, 
not  only  because  inventory  values  dropped,  but  also  because 
shares  had  been  sold  in  many  communities  on  the  promise  of 
establishing  stores.  Since  these  promises  could  not  be  speedily 
fulfilled,  protests  were  recurrent  throughout  the  state  and  the 
work  of  organization  became  limited  in  scope.  In  addition,  a  fire 
in  the  wholesale  house  on  August  6,  1920,  brought  unfortunate 
publicity.  Also,  managerial  controversies  were  becoming  more 
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prevalent.  Managers  refused  to  obey  the  orders  of  the  superin- 
tendent of  stores  and  rushed  for  protection  to  their  local  advisory 
committees.  For  example,  at  De  Kalb  the  manager  ignored  the 
superintendent's  instructions,  which  action,  after  much  dissen- 
sion, ended  in  his  discharge.  At  the  same  time,  the  central  board 
of  directors  were  urging  the  abolition  of  the  local  advisory  com- 
mittees, thus  aiming  to  sever  the  last  direct  contact  of  member- 
ship and  management. 

No  financial  report  was  made  at  the  October  4, 1920,  directors' 
meeting,  but  in  order  to  create  a  feeling  of  confidence  a  motion 
was  carried  to  publish  a  prospectus  showing  the  financial  condi- 
tion. Also,  to  make  organizers  more  effective,  it  was  voted  to 
pay  them  on  a  commission  basis. 

Another  move  toward  efficiency  was  made  on  October  25, 
1920,  when  Paul  H.  Sercombe  was  taken  on  as  financial  adviser. 
Mr.  Sercombe  did  some  good  work  but  soon  joined  the  ranks  of 
dissenters  and,  by  the  close  of  the  year,  was  in  the  employ  of 
Harrison  Parker's  spurious  co-operative,  bending  his  every  effort 
to  render  insolvent  the  National  Consumers'  Co-operative  Asso- 
ciation.1 

The  close  of  October  showed  a  net  profit  of  $1,339.44  for  the 
preceding  quarter,  but  the  balance  sheet  was  incomplete,  giving 
no  statement  of  outstanding  capital  stock  or  current  deficit. 
Thus,  the  Association's  officers  presented  no  clear  picture  of 
existing  conditions. 

Significant  features  of  this  delegates'  meeting,  attended  by 
representatives  of  nineteen  societies,  included  the  election  of  two 
delegates  to  represent  the  Association  at  the  Cincinnati  Co-opera- 
tive League  Convention  of  November  and  the  indorsement  of  a 
dual  organization — the  " All- American  Farmer-Labor  Co-opera 

1  Harrison  Parker,  through  Mr.  Sercombe,  offered  unsuccessfully  to  buy  the 
National  Consumers'  Co-operative  Association,  refunding  to  shareholders  their 
entire  investment.  See  pp.  178-179. 
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tive  Congress."1  Furthermore,  despite  the  struggle  for  local  self- 
government,  local  advisory  store  committees  were  changed  to 
membership  committees.  It  was  recommended,  however,  that 
local  managers  be  allowed  to  purchase  locally  when  they  could 
do  so  to  advantage.2 

/)  The  Co-operative  League  convention. — On  November  n, 
1920,  the  accredited  delegates  attended  the  Cincinnati  Co-opera- 
tive League  convention,  where  they,  together  with  the  delegates 
of  the  National  Co-operative  Association  (wholesale),  were  ousted 
from  the  convention  after  a  day  of  wrangling.  The  principal3 
charges  against  the  Consumers'  Association  were:  (1)  that  it  was 
bound  up  with  the  National  Co-operative  Association  (wholesale) ; 

(2)  that  it  was  undemocratic  since  the  scattered  membership 
could  not  attend  the  delegate  meetings  in  which  power  was  vested, 

(3)  that  promotion  methods  were  used  in  the  sale  of  stock  with 
consequent  high  organization  expenses;  and  (4)  that  a  program 
for  co-operative  education  was  lacking.  The  discussion  centered 
on  chain  stores  affiliated  with  the  Hoboken  district  wholesale, 
little  attention  being  given  to  Illinois  conditions.  It  is,  however, 
significant  to  note  that  one  of  the  influential  groups  in  the  attack 
was  the  National  Consumers'  Co-operative  Association's  com- 
petitor, the  Central  States  Co-operative  Wholesale  Society.  The 
Central  States  society  was,  unknown  to  all,  in  a  worse  financial 
condition  than  the  National  Association,  used  many  non-Roch- 
dale features,  and  was  operated  as  undemocratically  as  the  Na- 
tional Association.4 

On  November  29,  1920,  the  delegates  reported  their  experi- 
ences at  the  Cincinnati  Co-operative  League  convention.  It  was 

1  Formed  in  October,  1919,  by  the  Farmers'  National  Congress  in  conjunction 
with  the  National  Co-operative  Association.  See  Appendix  C. 

2  This  move  was  a  recognition  of  the  weakness  of  the  National  Co-operative 
Association. 

3  The  incident  is  described  in  Appendix  C. 

4  See  Appendix  B;  also  p.  74. 
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advised  that  the  National  Association  go  ahead  with  its  work  and 
try  to  overcome  the  difficulties  which  the  Co-operative  League 
was  placing  in  its  path.  A  new  store  was  shortly  opened  at  Hege- 
wisch  and  subsequently  C.  F.  Wills  began  work  as  an  organizer. 
For  the  first  time  local  managers  were  bonded — the  bond  being 
fixed  at  $500.  During  December,  however,  difficulties  became 
steadily  worse  and  there  was  also  a  continued  decline  of  the  Na- 
tional Co-operative  Association. 

g)  The  failure  of  the  organization. — At  a  meeting  on  January 
8,  1921,  the  superintendent  of  stores  offered  his  resignation, 
claiming  that  local  store  committees  were  hampering  his  effective- 
ness. The  resignation,  however,  was  not  accepted.  On  the  follow- 
ing day  the  quarterly  delegates'  meeting  was  held  and  a  drive  was 
organized  to  raise  $50,000.  A  stormy  session  ensued,  resulting  in: 
(1)  the  local  advisory  boards  being  allowed  to  control  the  hiring 
and  discharging  of  managers;  (2)  the  handling  of  accounting  at 
the  branch  stores;  (3)  the  reduction  of  headquarters'  expense  by 
moving  into  smaller  quarters;  (4)  the  election  of  six  directors, 
one-half  from  branch  stores;  and  (5)  the  adoption  of  the  Hare 
System  of  proportional  representation. 

In  conclusion,  President  Clarke  forcefully  presented  an  opti- 
mistic outlook,  stating  that  twenty  stores  were  in  operation  with 
a  total  membership  of  8,000;  that  fifty  unions  had  contributed 
loan  capital;  and  that  $100,000  had  been  raised  from  interested 
individuals.  "Our  first  year  has  been  a  year  of  schooling  and  we 
have  had  to  pay  for  our  education  with  hard  work,  anxious  hours, 
and  money.  We  have  built  up  a  machine  in  co-operative  business 
second  to  none  in  the  country."1 

Due  to  the  grip  of  depression,  the  raising  of  sufficient  capital 
was  considered  the  greatest  problem.  In  view  of  this  fact,  Mr. 
Clarke  offered  to  resign  in  favor  of  someone  who  could  inspire  the 
confidence  of  trade  unionists.  Duncan  McDonald  was  chosen,  as 

1  Report  of  Dalton  T.  Clarke,  January  9,  1921. 
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it  was  thought  he  could  bring  $25,000  more  capital  from  the  Chi- 
cago Federation  of  Labor.  Mr.  McDonald,  however,  did  not 
accept. 

Nevertheless,  the  Chicago  Federation  of  Labor  went  ahead 
with  the  plan  and,  on  January  27,  192 1,  sent  out  a  circular  to 
affiliated  organizations  asking  for  additional  funds.  Charles  F. 
Wills1  accepted  the  presidency  at  a  salary  of  $70  per  week,  while 
former  president  Clarke  became  vice-president  at  the  same  com- 
pensation and  C.  F.  Lowrie  retained  the  position  of  secretary- 
treasurer  at  $60  per  week. 

At  the  directors'  meeting  on  January  25,  192 1,  failure  was 
anticipated  and  stock  sales  were  discontinued.  The  board  of 
directors  was  empowered  to  sell  or  borrow  on  the  assets  of  the 
Association.  President  Wills  promptly  resigned,  his  resignation 
being  accepted  four  days  later.  J.  O.  Plante  was  appointed  to  fill 
the  vacancy  and  on  February  6,  E.  N.  Landry  was  made  general 
manager.  He  asked  each  branch  to  send  in  $25  to  support  the  ad- 
ministrative work  of  the  central  office. 

All  indications  showed  the  end  to  be  near  as  sentiment  against 
the  organization  was  rapidly  gaining  force.  An  illustration  of  the 
existent  antagonism  was  the  attitude  at  the  Davenport  (Iowa) 
branch  store.  This  group  maintained  that  they  had  subscribed 
$24,267.75,  of  which  $19,598.50  had  been  paid  in,  while  $2,539.44 
of  returned  merchandise  brought  their  total  investment  to  $26,- 
806.75.  In  return  $2,985.76  in  merchandise  and  $1,000  in  fixtures 
and  delivery  equipment  were  received.  Through  the  central  office 
$4,159.63  in  current  bills  were  outstanding.  Thus,  the  local  group 
claimed  to  have  received  only  20  per  cent  of  their  investment. 
Consequently  they  maintained  that  the  National  Consumers'  Co- 
operative Association  was  a  fraud.  A  vociferous  statement  to  this 
effect  was  sent  to  all  branches. 

In  the  hope  of  alleviating  the  discontent,  Secretary  Lowrie 

1  Chairman  of  Co-operative  Committee  of  the  Chicago  Federation  of  Labor. 
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wrote  the  local  group,  offering  to  sell  them  the  store,  but  received 
the  startling  reply:  " Jesse  James  was  a  piker  alongside  of  the 
National  Consumers'  Co-operative  Association,  for  he  never 
robbed  the  poor  working  dubs."  The  conclusion  read,  ''Hoping  to 
hear  all  the  officers  of  the  National  Consumers'  Co-operative 
Association  are  in  jail  for  obtaining  money  under  false  pre- 
tenses  "r 

As  a  final  effort,  Secretary  Lowrie  requested  all  societies  to 
reserve  judgment  until  all  facts  in  the  case  were  known. 

Despite  all  attacks,  the  Chicago  Federation  of  Labor  stood  by 
the  Association  to  the  last  trench.2  After  the  Cincinnati  conven- 
tion of  the  Co-operative  League,  their  co-operative  committee  re- 
ported that  despite  "a  persistent,  systematic  program  of  disrup- 
tion for  the  benefit  of  predatory  interests,"  and  other  handicaps, 
the  National  Association  had  gone  forward  and  was  "honestly 
conducted,  financially  sound,  and  worthy  of  the  support  of  organ- 
ized workers."3  No  detailed  mention  of  finances  was  made.  Presi- 
dent Walker  of  the  Illinois  Federation  of  Labor  remarked,  how- 
ever, on  January  26,  192 1,  that  "the  National  is  no  better  than 
the  Harrison  Parker  outfit."4 

That  many  people  were  unaware  of  the  difficulties  of  the  or- 
ganization was  shown  by  the  action  of  H.  H.  Allen,  a  University 
of  Chicago  student,  who  was  able  to  sell  shares  for  the  establish- 
ment of  a  branch  store  to  two  hundred  and  sixty  members  of  the 
Northwestern  University  faculty  just  two  weeks  before  the  final 
crash. 

1  Letter  of  E.  W.  Kroeger,  secretary,  to  the  National  Consumers'  Co-operative 
Association,  February  22,  192 1. 

2  Dr.  Warbasse  had  expected  repudiation  to  occur.  "The  Chicago  Federation 
of  Labor,"  he  said,  "will  support  the  National  up  to  election  time  because  of  Mc- 
Donald. Then  they  will  be  ready  to  throw  it  over."  (Letter  to  Robert  McKechan, 
October  1,  1920.) 

3  Report  of  the  Co-operative  Committee,  Chicago  Federation  of  Labor,  C.  F.  Wills 
chairman. 

«  Letter  to  Robert  McKechan. 
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The  final  and  unsuccessful  attempt  to  save  the  movement 
came  from  an  emergency  delegates'  meeting  held  early  in  Febru- 
ary, 1 92 1,  when  it  was  decided  to  reorganize  on  the  following  plan: 
(1)  secure  the  financial  backing  of  friendly  unions;  (2)  give  local 
autonomy  as  far  as  possible;  (3)  centralize  wholesale  buying  of 
staple  merchandise;  (4)  centralize  auditing;  and  (5)  elect  an 
executive  committee  of  three  to  control  the  general  policies. 

The  emergency  plan  was,  however,  not  given  a  chance  to 
operate,  for  on  February  19,  1921,  the  seventeen  stores  were 
placed  in  receivership  through  the  petition  of  De  Kalb  creditors. 
The  management  explained  the  difficulty  as  resulting  from  pred- 
atory business  interests,  acting  in  retaliation  for  help  given  strik- 
ing steel  workers  and  machinists.  According  to  a  Federated  Press 
release  of  February  23,  192 1,  Secretary  Lowrie  claimed  assets  of 
$236,000,  but  when  the  stores  were  dissolved  some  months  later, 
shareholders  received  nothing  and  the  loan  capital  group  were 
repaid  but  a  small  proportion  of  their  holdings. 

While  the  Association  remained  in  receivership,  a  petition  was 
circulated  to  bring  about  a  revival  by  organizing  the  National 
Federation  of  Co-operative  Associations  which  would  sell  stock 
to  buy  out  the  old  organization.  Each  prospective  shareholder 
was  asked  to  make  a  $5  deposit  which  would  be  returned  if  the 
petition  were  refused.  Evanston,  Gary,  South  Bend,  and  Blue 
Island  indorsed  the  plan,  but  the  general  apathy  of  the  member- 
ship resulted  in  its  failure.1 

Thus  the  National  Consumers'  Co-operative  Association 
passed  out  of  existence,  7,000  members  losing  their  investment  of 
$115,000. 

1  As  far  as  the  writer  can  ascertain,  the  plan  was  spurious.  A  common  law 
trust  was  to  be  formed,  with  H.  J.  Sutton  of  the  Co-operative  Cigar  Makers  as 
chief  trustee. 


CHAPTER  X 

FEDERATED  EFFORT  ON  UNFERTILE  SOIL— 
THE  FARMERS'  UNION  MOVEMENT 

(1915-23) 

After  five  years  of  slow  growth,  the  Farmers'  Educational  and 
Co-operative  Union,  in  19 13,  began  to  develop  rapidly  in  Illinois. 
Its  leaders  in  that  year  started  to  bring  to  farmers  the  message  of 
mutual  aid  as  the  solution  of  agricultural  difficulties.  During  the 
ten  years  following  a  comprehensive  program  of  education  in  co- 
operative effort  was  pushed  forward,  one  that  has  no  counterpart 
in  the  annals  of  Illinois  co-operation.  Enthusiastic  and  trained 
leaders,  well  versed  in  politics  and  economics  and  speaking  the 
language  of  the  farmer,  went  out  to  help  the  poorer  farmers  of 
southern  Illinois  to  help  themselves.  At  the  close  of  ten  years, 
however,  defeat  was  acknowledged,  for  the  farmers  were  not  pre- 
pared to  accept  the  well-framed  program. 

The  leader  of  this  development  was  J.  P.  Doyle,  who  at  the 
age  of  eleven  had  been  taken  out  of  school  and  put  to  work  in  a 
tannery.  Later,  when  put  on  a  farm  near  Kankakee,  he  interested 
himself  in  political  and  social  science  as  well  as  in  agriculture. 
Assuming  the  position  of  secretary  of  the  Illinois  Farmers'  Union, 
he  inspired  for  a  time  a  strong  spirit  of  economic  and  social  co- 
operation among  the  farmers. 

Some  illustrations  of  the  homely  philosophy  which  Secretary 
Doyle  attempted  to  inculcate  in  the  minds  of  members  of  his 
organization  are  given  in  the  following  excerpts  from  bulletins 
furnished  to  locals: 

Almost  all  good  is  wrought  in  groups — family,  school,  church,  society, 
state.  We  are  a  society,  a  group.  We  are  a  class  of  people  who  live  alone, 
work  alone  much,  rarely  work  in  groups  like  shopmen,  pull  together  like  a 
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lazy  mule  and  a  race  colt.  The  local  must  be  the  meeting  place,  the  debating 
platform,  the  drilling  field  for  the  farm  forces  against  inequality  and  privilege. 

Will  we  then  combine,  bulking  our  labor,  our  crops,  our  money,  our 
purchases,  our  brains,  our  lawful  needs,  or  shall  we  stand  on  one  foot  like  a 
lone  gander  in  the  snow? 

To  work  smoothly,  co-operate  with  men,  we  must  get  acquainted  with 
them,  know  them,  learn  "how  to  take  them,"  meet  them  often,  help  them  in 
trial  and  in  sickness,  be  brotherly,  be  fraternal,  be  neighborly — in  fact 
"Love  thy  neighbor  as  thyself."1 

The  aims  of  the  movement  included  co-operative  buying  and 
selling,  the  discouragement  of  the  mortgage  system,  education  for 
scientific  production  and  marketing,  the  securing  of  profitable 
production,  and  the  attaining  of  a  closer  bond  of  unity  between 
members.  The  center  of  interest  was  the  local  organization  (based 
on  the  school  district).  Local  groups  were  urged  to  form  county- 
federations,  while  the  state  organization  took  charge  of  organiza- 
tion, education,  and  joint  purchasing.  Although  the  Illinois  or- 
ganization was  a  branch  of  the  Farmers'  Educational  and  Co- 
operative Union,  little  contact  existed  between  the  two. 

The  work  of  the  Illinois  Union  consisted  of  (i)  social  and  edu- 
cational development;  (2)  co-operative  purchasing;  and  (3)  co- 
operative selling.  Of  these  three,  the  first  was  launched  with  the 
greatest  energy  and  immediate  success.  The  others  developed 
slowly  and,  on  the  whole,  unsuccessfully. 

a)  Social  and  educational  development. — The  purpose  of  the 
social  and  educational  program  was  pointedly  stated  by  the 
secretary: 

To  get  this  new,  this  warm,  this  thawed  out  condition,  we  must  use  the 
social  side  of  our  nature — the  meeting,  the  fun,  the  joke,  the  laugh,  the  sun- 
shine, neighbors,  intimate  life  story,  children's  joys,  social  eats To 

down  the  selfish  and  raise  the  co-operative  spirit,  we  must  be  reached  through 
our  social  and  spiritual  natures.  Must  be  called  away  from  the  sordid  pur- 
suits, from  the  buying  and  selling,  the  getting  of  gain.  The  sweet  conscious- 

1  Educational  Bulletins  of  the  Farmers'  Educational  and  Co-operative  Union,  19 19. 
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ness  of  being  co-operatively  helpful  is  the  best  this  life  affords.  The  higher 
death  rate  of  our  co-operative  institutions  is  because  our  institutions  are 
possessed  of  bodies  but  not  of  souls.1 

To  effect  this  end,  frequent  meetings  were  proposed — bi- 
monthly— at  which  members  would  get  together,  as  in  the  days  of 
Grange,  to  discuss  their  problems  and  enjoy  a  substitute  for  the 
homely  pleasures — "the  log-rolling,  the  husking  bee,  the  apple- 
paring,  the  party,  the  singing,  spelling,  ciphering  school,  the 
library" — so  largely  abandoned  since  the  advent  of  the  motion 
picture  and  the  automobile.  A  ceremony  was  attached  to  these 
meetings  and  music  and  readings  played  a  prominent  part.  A 
regular  program  was  advised  and  the  principal  points  outlined 
for  stimulating  group  interest:  (1)  to  make  the  meeting  a  place 
for  training  leaders  by  insisting  upon  the  expression  of  opinion  by 
members  and  by  forcing  them  to  learn  the  rules  of  order;  (2)  to 
provide  a  good  meeting  place  for  the  group  so  that  all  would  be 
comfortable;  (3)  to  advertise  the  meetings  thoroughly;  (4)  to 
make  membership  drives  by  means  of  a  community  survey,  using 
rival  teams  to  do  the  work;  and  (5)  to  lay  out  community  work — 
better  roads,  schools,  homes,  farms,  government  officials,  com- 
munity crops,2  and  community  amusements. 

An  illustration  of  the  type  of  program  put  on  by  the  Union 
may  be  seen  in  the  schedule  of  meetings  for  191 9.  Some  of  the 
topics  follow:  "Is  successful  trading  all  of  co-operation?";  "Shall 
our  local  educate  and  entertain?";  "Are  our  high  schools  efficient 
and  profitable?";  "Does  it  pay  to  grow  wheat?";  "Can  our  farm 
homes  have  city  privileges — water,  light,  heat,  sanitation?"; 
"Shall  we  have  a  community  slaughter-house?";  "Are  kitchen 
conveniences  necessary?";  "Do  supply  and  demand  control 
prices?";  "Why  should  the  board  of  trade  be  regulated?";  "How 
beautify  the  home?" ;  "Should  the  government  own  all  natural  re- 

1  Circular  of  the  Illinois  Farmers'  Union. 

2  It  was  urged  that  communities  specialize  in  raising  the  crops  for  which  they 
were  best  fitted. 
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sources?'';  "What  is  the  best  method  of  hog  raising?";  "How  ar- 
range an  annual  picnic?" 

Among  the  foregoing  topics  will  be  noted  those  appealing 
particularly  to  the  women,  others  which  would  directly  reach  all 
present,  while  a  few  are  interspersed  to  set  members  to  thinking 
about  problems  to  which  little  previous  attention  had  been  given. 
Thus,  the  programs  aimed  to  give  a  liberal  education  to  members 
by  exchanging  information  on  subjects  vital  to  all.  As  Secretary 
Doyle  put  it,  "The  local  should  and  must  be  a  school  in  which  to 
learn  the  principles  of  co-operation,  and  take  their  virtues;  and 
the  business  enterprise  should  be  the  shop,  the  factory  in  which 
to  put  them  to  use.  Be  willing  to  be  an  apprentice  before  you  try 
to  be  a  master  mechanic."1 

Much  use  was  made  of  the  committee  system  in  organizing 
the  meetings,  the  committees  being  of  three  types:  (i)  Material 
Helps,  (2)  Social  Helps,  (3)  General  Affairs.  Of  the  first  type  the 
separate  committees  were  those  on  producing,  selling,  buying, 
financing,  and  transporting.  The  Social  Helps  committees  were 
those  on  education,  legislation,  federation,  recreation,  and  do- 
mestic affairs.  The  General  Affairs  committee  was  composed  of 
the  chairman  of  other  committees. 

The  duties  of  the  Material  Helps  committees  were  as  follows: 
The  production  committee  was  to  search  for  a  specialty  on  which 
the  community  might  unite  its  efforts/ thus  making  it  possible  "to 
grade,  standardize,  label,  guarantee,  sell  in  car  lots,  and  learn 
best  methods."  The  selling  committee  was  to  familiarize  itself 
with  other  marketing  associations  and  with  marketing  statistics 
(especially  those  from  the  United  States  Bureau  of  Markets); 
learn  methods  of  pooling  and  grouping ;  and  the  value  of  grading, 
standardizing,  packing,  and  labeling.  The  buying  committee  was 
to  study  and  report  on:  (1)  co-operative  store  organization  and 
(2)  joint-ordering  through  a  local  merchant  or  through  the  busi- 

1  Educational  Bulletin  of  the  Illinois  Farmers'  Union. 
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ness  agent  of  the  union.  The  finance  committee  was  to  " consult 
the  home  banker  and  aim  to  get  all  the  information  he  can  give ; 
should  study  the  various  theories  of  rural  credits  both  of  the 
United  States  and  of  Europe,"  and  read  the  information  given  out 
by  the  government  and  learn  about  building  and  loan  associations. 
The  transportation  committee  was  to  deal  with  good  roads,  taxa- 
tion, assessments,  telegraph  and  telephone  methods  and  better- 
ments, and  the  post-office. 

The  duties  of  the  Social  Helps  committees  were  as  follows :  The 
educational  committee  was  to  aim  to  secure  better  rural  school 
buildings,  better  surroundings,  and  better  teachers;  to  advise  on 
questions  of  consolidation,  uniformity  of  textbooks,  township 
schools,  rural  life  teaching,  state  and  county  superintendents;  and 
to  furnish  information  from  the  literature  of  universities,  insti- 
tutes, and  journals.  The  legislation  committee  was  to  secure  con- 
tacts with  congressmen  in  order  to  guide  and  intelligently  lead 
discussions  on  taxation,  roads,  schools,  and  laws  pertaining  to 
farm  life.  The  federation  committee  was  to  join  with  the  city 
toilers  to  aid  them  in  their  efforts  toward  a  better  order.  "The 
recreation  committee  was  to  be  the  soul  of  the  lodge ;  it  should  pre- 
pare the  educational  and  recreational  program  for  each  meeting — 
music,  readings,  recitations,  discussions — also  picnics,  banquets, 
chowders,  musicales,  choruses,  anniversaries,  home-days,  fairs, 
exhibits,  games,  and  contests."  The  domestic  affairs  committee 
was  to  deal  with  the  home  life — "household  conveniences,  sanita- 
tion, surroundings,  intellectual  helps,  books,  periodicals — and 
above  all  the  place  of  the  country  church  in  farm  life." 

In  order  to  make  more  effective  the  work  of  the  locals,  a  series 
of  pamphlets  was  issued  bringing  out  strikingly  the  political,  edu- 
cational, social,  and  economic  doctrines  of  the  Union.  Circular 
letters  were  sent  out  to  give  members  the  benefit  of  experiences 
in  other  communities  and  especially  to  acquaint  members  with 
national  and  state  issues  as  they  arose.  By  1 919,  the  work  of  the 
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Union  had  so  increased  as  to  demand  a  four-page  bi-monthly  pub- 
lication— The  Union  Helper — which  continued  for  three  years. 
This  little  sheet,  "eager  to  lift  wherever's  a  load,"  did  not  limit 
its  scope  to  the  espousal  of  the  Union  cause  but  included  well- 
edited  articles  on  political  and  economic  questions.  In  1922,  the 
publication  was  dropped  and  active  educational  work  abandoned 
by  the  Illinois  movement.  The  efforts  of  the  Union  had  not  met 
with  the  success  that  was  anticipated — members  deserted  the 
movement  for  the  Farm  Bureau,  the  old  officers  resigned  and 
their  places  were  filled  by  those  not  inclined  to  shoulder  the  bur- 
den of  community  organization. 

b)  Economic  activities. — In  an  earlier  chapter1  has  been  de- 
scribed the  growth  of  the  earlier  stores  of  the  Farmers'  Union. 
Starting  at  Cave-in-Rock  in  191 1  and  expanding  through  south- 
ern Illinois,  the  Union  had,  by  the  close  of  1916,  sixteen  stores. 
About  191 7,  the  limited  success  of  the  retail  enterprises  shifted 
sentiment  toward  organization  as  producers  and  consequently  the 
number  of  stores  declined  rather  than  increased.  Egg  marketing 
associations  were  found  and  efforts  launched  to  concentrate  in 
the  production  of  red  top  clover.  In  some  communities;  the  farm- 
ers clubbed  together  to  market  milk.  In  the  selling  of  livestock 
use  was  made  of  agents  at  the  East  St.  Louis  and  Chicago  stock- 
yards. 

As  prices  continued  to  rise  in  the  commodity  markets  during 
1919  and  the  first  half  of  1920,  a  renewed  interest  in  retail  store 
operation  manifested  itself.  The  conventions  of  the  Union  framed 
plans  for  operation  in  conjunction  with  the  L.  C.  Mercantile 
system2  and,  although  the  majority  of  the  enterprises  in  existence 
in  1916  had  been  sold  out,  enough  were  still  operating  (together 
with  those  being  formed)  to  make  the  Union  in  June,  1920,  feel 

1  Chap.  ii. 

2  A  wholesale  corporation  with  headquarters  at  Chicago  which  is  owned  by 
private  retailers  and  co-operatives  and  which  furnished  aid  in  co-operative  organiza- 
tion to  such  enterprises  as  would  join. 
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justified  in  opening  its  own  wholesale  house — the  Farmers'  Union 
Exchange  of  East  St.  Louis. 

The  history  of  this  venture,  inadequately  capitalized  and 
poorly  managed,  parallels  in  some  measure  that  of  the  Central 
States  Co-operative  Wholesale  during  its  first  months  of  opera- 
tion.1 After  the  farmers'  stores  had  subscribed  to  the  shares  in 
the  wholesale  to  the  amount  of  $10,100,  they  refused  to  back  the 
institution,  charging,  with  some  justification,  that  prices  were 

TABLE  VIII 


Store 

Sales 

Purchase 
Dividend 
(Per  Cent) 

Investment 

Ava 

$  49,000 
21,000 
30,000 
S3, 000 
28,000 

6,000 
72,000 
72,000 

8.0 

O 

4.0 

6.0 

3-6 

O 
O 
4.0 

$  5,900 
4,300 
5,400 
6,300 
6,000 

Brubaker 

Campbell  Hill 

Farina 

Kinmundy 

Pinckneyville 

"Rpaiirmip . 

7,400 
4 , 4°o 

— Farmers' 

Steeleville 

6,400 

Total 

$331,000 

$46,100 

not  any  lower  and  in  many  cases  were  higher  than  those  of  com- 
peting wholesales.  With  this  spirit  in  the  air  and  with  falling  com- 
modity prices  and  inadequate  auditing,  failure  speedily  followed. 
Today  (1924)  but  nine  stores  of  the  Farmers'  Union  are  operating 
— all  of  them  formed  since  191 7.  Of  this  number,  seven  are  in  a 
flourishing  condition,  having  been  of  real  service  to  members  and 
having  established  themselves  as  community  institutions.2  These 
surviving  stores  have  been  under  the  supervision  of  able  man- 
agers. 

A  summary  is  shown  (Table  VIII)  of  the  operations  of  these 
stores  during  the  year  1922. 

1  See  p.  51. 

2  The  successful  stores  are  those  at  Ava,  Campbell  Hill,  Farina,  Kinmundy, 
Pinckneyville  (2),  and  Steeleville.  (For  detailed  description,  see  Appendix  A.) 
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In  Table  VIII  will  be  noted  the  wide  difference  in  the  pros- 
perity of  the  stores.  Thus,  the  Ava  store,  started  in  1920  under 
excellent  management,  returned  8  per  cent  purchase  dividends 
(amounting  to  66.5  per  cent  on  the  invested  capital).  The  savings 
of  the  Farina  store  were  almost  in  like  proportion,  the  6  per  cent 
of  purchase  dividend  returned  in  1922  amounting  to  50.5  per 
cent  of  the  capital.  The  Steeleville  and  Campbell  Hill  enterprises, 
launched  in  192 1,  have  met  with  fair  success.  While  others  have 
not  been  so  successful,  in  all  cases  except  one1  there  is  little  prob- 
ability of  abandonment,  as  the  farmers  have  come  to  appreciate 
the  benefit  to  be  gained.  Indeed,  some  possibilities  of  expansion 
still  exist  for  the  Farmers'  Union  stores  if  the  good  management 
continues. 

It  will  be  observed  that  these  stores  are  now  operating  as 
independent  community  enterprises  and  not  as  parts  of  an  organ- 
ized  movement.  The  success  of  these  remaining  enterprises  ap- 
pears to  have  been  attained  through  superior  management,  the 
presence  of  community  leadership,  and  an  appreciation  of  the 
benefits  of  joint  action.2 

As  a  whole,  however,  the  effort  of  the  Farmers'  Educational 
and  Co-operative  Union  to  establish  community  co-operative 
stores  proved  a  failure.  (1)  Members  were  smug  and  self-satisfied 
in  the  barren  life  of  the  isolated  farm  and  were  unmoved  by  an 
intelligently  organized  community  movement;  (2)  the  adminis- 
trative ability  of  Farmers'  Union  leaders  was  not  marked;  (3)  the 
movement  was  inadequately  capitalized;  (4)  the  attempt  to  build 
a  wholesale  before  a  sufficient  number  of  supporting  retail  stores 
had  been  established  was  doomed  to  fail;  and  (5)  the  movement 
was  launched  in  an  unfertile  agricultural  region,  which  was 
especially  hard  hit  by  the  1920  decline  in  agricultural  prices. 

1  The  exception  is  the  Farmers'  Co-operative  Store  of  Pinckneyville. 

2  In  some  communities,  such  as  Campbell  Hill,  a  nationality  bond  holds  the 
members  together. 


CHAPTER  XI 

CONSUMERS'  CO-OPERATION  AS  A  SIDE-LINE— 
THE  FARMERS'  EQUITY  UNION 

The  Farmers'  Equity  Union  movement  was  started  in  1910 
as  a  result  of  the  work  of  C.  O.  Drayton,  a  central  Illinois  farmer. 
It  proposed  to  "buy  and  sell  all  products  of  the  farm;  also  farm 
machinery  and  merchandise  of  all  kinds."1  The  movement  was 
thus  to  concern  itself  purely  with  business,  neglecting  the  lodge, 
political,  and  social  features  which  characterize  most  farmers'  or- 
ganizations.2 Organizers  were  sent  out  to  farming  districts  to 
arrange  meetings  and  solicit  subscriptions  to  the  stock  of  a  local 
Equity  Exchange  which,  when  formed,  would  be  affiliated  with 
the  Farmers'  Equity  Union  with  its  headquarters  at  Greenville, 
Illinois. 

This  movement,  in  common  with  the  majority  of  farmers'  ven- 
tures, developed  most  rapidly  in  its  marketing  operations.  Up  to 
1923  local  exchanges  had  been  launched  in  the  states  of  Colorado, 
Indiana,  Illinois,  Kansas,  Nebraska,  North  Dakota,  Oklahoma, 
Ohio,  South  Dakota,  and  Texas.  These  exchanges  were  operating 
creameries,  doing  a  grain  elevator  business,  and,  to  some  extent, 
purchasing  farmers'  supplies — especially  farm  implements,  salt, 
and  feed. 

Apparently  the  movement  has  prospered.  Large  earnings  are 
reported  for  the  affiliated  enterprises  and  expansion  is  continuing, 
especially  in  the  state  of  Ohio.  Centralized  buying  and  selling 
companies  have  been  established  in  Denver,  Kansas  City,  Chi- 

1  Specimen  by-laws  of  an  Equity  Exchange,  Sec.  2. 

2  "The  Farmers'  Equity  Union,"  by  Forest  Crissey,  Country  Gentleman  (Au- 
gust 2,  1919),  p.  16. 
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cago,  and  Lima,  Ohio.1  These  companies,  however,  have  met  with 
indifferent  success  because  of  lack  of  support  by  the  local  ex- 
changes. As  a  result,  the  organization  is  considering  the  merging 
of  all  local  exchanges  in  a  territory  into  a  central  organization. 
Local  groups  would  have  voting  power  proportionate  to  their 
membership  in  the  election  of  the  district  organization  officials. 
Local  managers  would  come  under  the  jurisdiction  of  the  central 
office.2 

Little  attention  has  been  given  to  the  supplying  of  the  farmer- 
members  with  goods  for  their  own  consumption.  Here  and  there, 
however,  small  stores  have  been  opened  to  use  some  of  the  idle 
time  of  the  elevator  manager  and  to  provide  a  service  for  mem- 
bers. In  this  way,  the  eight  Illinois  towns  of  Bingham,  Browns- 
town,  Cowden,  Herrick,  Hookdale,  Pittsburg,  Ramsey,  and  Vera 
have  established  small  stores  which  are  operated  as  a  side-line  to 
the  other  activities.  Although  these  stores  have  been,  on  the 
whole,  poorly  managed  and  located  in  unenterprising  communi- 
ties, they  have  had  remarkable  success.3  This  success  may  be 
explained  by:  (1)  the  low  cost  of  operation  which  comes  from 
the  employment  of  a  poorly  paid  manager  for  conducting  both 
a  merchandising  and  an  elevator  business;  (2)  the  lack  of  severe 
competition;  and  (3)  the  policy  of  hiring  certified  public  account- 
ants to  audit  the  books  at  frequent  intervals.  Indeed,  during  the 
depression  of  192 1,  only  one  out  of  the  nine  Illinois  stores  started 
by  the  Equity  Exchange  passed  out  of  existence.4 

It  would  be  well  in  passing  to  note  the  theory  which  lies  back 

xThe  Equity  Union  Coal  and  Mercantile  Company  of  Denver;  the  Equity 
Union  Grain  Company  of  Kansas  City;  the  Chicago  Equity  Union  Exchange;  and 
the  Ohio  Central  Equit/  Exchange  Company  of  Lima,  Ohio. 

2  Information  from  interview  with  LeRoy  Melton,  president  of  the  Farmers' 
Equity  Union,  September  5,  1923. 

3  For  case  studies  of  the  Bingham,  Cowden,  Herrick,  Hoodkale,  Pittsburg, 
Ramsey,  and  Vera  Exchanges,  see  Appendix  A. 

4  The  Vandalia  Exchange. 
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of  the  operation  of  the  Equity  Exchanges.  President  Melton  of 
the  Equity  Union  has  felt  that  an  agency  is  needed  which  will 
insure  the  free  working  of  competition  in  the  various  markets. 
"We  will  go  into  those  lines  in  which  competition  is  not  actively 
operating  and  provide  an  alternative  channel  of  marketing."1  Not 
only  is  it  felt  that  this  will  secure  gain  by  the  direct  savings  of 
the  exchanges  but  additional  gains  are  anticipated  from  the  stimu- 
lus given  to  competitors  to  make  more  satisfactory  offers. 

There  is  little  in  this  type  of  co-operation  which  looks  to  the 
lowering  of  the  prices  of  goods.  Rather  the  aim  is  to  increase  the 
share  of  the  farmer  at  the  expense  of  the  "middleman."  The  pur- 
pose as  stated  by  the  official  organ  reads:  "We  will  take  Equity 
Union  products  direct  all  the  way  to  consumers  and  get  seventy- 
six  cents  of  the  consumer's  dollar  instead  of  thirty-seven  cents."2 
Thus,  it  is  clear  that  the  Equity  Union  sees  the  interests  of  the 
farmer  as  the  interests  of  a  producer  rather  than  those  of  a  con- 
sumer. 

1  Interview  with  LeRoy  Melton,  September  5,  1923. 

2  Equity  Union  Exchange  (September  5,  1923),  p.  4. 


CHAPTER  XII 
CONSUMERS'  CO-OPERATION  IN  CHICAGO 

The  problem  of  co-operative  growth  in  large  industrial  cen- 
ters has  been  a  difficult  one.  The  mixture  of  nationalities,  the 
migratory  and  shifting  character  of  the  population,  the  imperson- 
ality of  relationship,  the  specialization  of  workers,  the  appalling 
ignorance,  and  the  lack  of  a  community  spirit  have  all  contributed 
to  a  condition  which  has  caused  great  difficulty  in  co-operative 
organization. 

Chicago  has  not  been  an  exception  to  the  rule,  for  as  a  melt- 
ing-pot of  middle  western  industrialism  it  has  been  the  scene  of 
many  unsuccessful  efforts  of  workers  to  establish  co-operation. 
With  soaring  rentals,  food  prices,  and  other  living  costs,  any 
effort  which  savored  of  co-operation  has  been  seized  upon  with 
little  hesitation  wherever  organization  was  possible.  The  en- 
thusiasm and  the  financial  support  given  the  Chicago  movements 
have  not  been  equaled  in  Illinois  experience. 

a)  The  development  of  co-operation  in  Chicago. — The  co-opera- 
tive movement  in  Chicago  apparently  dates  back  to  the  time  of 
the  Knights  of  Labor.  That  organization,  during  the  eighties, 
urged  upon  workers  the  advantages  of  co-operative  action.  No 
record,  however,  is  available  of  co-operatives  formed  during  this 
period.1  Mention  has  also  been  made  of  a  Chicago  agency  of  the 
Illinois  Grange  which  was  started  in  1878  to  supply  grangers  with 
goods  at  wholesale  rates.2  After  some  years  this  agency  disap- 
peared. The  next  growth  came  in  1900  when  the  Right  Relation- 

1  History  of  Co-operation  in  the  United  States,  "Studies  in  Historical  and  Po- 
litical Science,"  Sixth  Series,  pp.  402-9. 

2  See  summary  of  the  co-operative  movement  among  the  Grangers,  chap.  ii. 
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ship  League  made  Chicago  its  headquarters  for  the  establishment 
of  consumers'  co-operatives  in  middle  western  farming  districts. 
A  Chicago  wholesale  was  launched  at  that  time  to  supply  retail 
co-operatives.  This  organization,  however,  soon  transferred  its 
activities  to  the  more  responsive  Northwest— its  headquarters 
being  moved  to  Minneapolis.1 

By  1902,  the  idea  of  launching  co-operatives  in  Chicago  was 
spreading  among  the  socialists  and  plans  were  laid  to  make  the 
socialist  clubs  the  organizing  points  of  the  co-operative  move- 
ment. These  plans,  however,  did  not  materialize  as  socialist  lead- 
ers were  bent  on  political  action.  Apparently,  widespread  so- 
cialist support  of  co-operation  in  Chicago  awaited  the  indorse- 
ment, in  1910,  of  James  H.  Brower,  a  prominent  socialist  leader.  In 
that  year,  Mr.  Brower  set  out  to  develop  a  national  co-operative 
movement  (the  Consumers'  Alliance-National)  with  its  head- 
quarters in  Chicago.  The  plan  of  organization,  which  has  else- 
where been  described,2  provided  for  the  establishment  of  a  mail 
order  house  located  in  Chicago  and  the  organization  of  branch 
stores  throughout  the  country.  The  death  of  Mr.  Brower  in  191 1, 
however,  hastened  the  disruption  of  the  Consumers'  Alliance 
organization. 

The  history  of  co-operation  in  Chicago  since  19 13  is  almost  as 
difficult  to  trace  as  that  of  earlier  years.  Without  exception,  all 
Chicago  co-operatives  which  were  launched  before  191 7  failed. 
Once  a  society  has  closed  its  doors,  its  existence  is  almost  forgot- 
ten. It  is  swallowed  up  in  the  impersonality  of  a  large  city. 

This  point  is  well  illustrated  by  the  experience  of  the  writer  in 
attempting  to  discover  the  history  of  co-operatives  on  the  South 
Side,  Chicago.  Armed  with  a  map  on  which  were  spotted  the  ad- 
dresses of  co-operative  societies,  he  started  out  to  pick  up  informa- 
tion concerning  these  organizations.  At  West  Englewood,3  where  a 

1  See  history  of  the  Right  Relationship  League,  chap.  ii. 

2  See  chapter  iii,  sec.  (a).  3 II35  West  59th  Street. 
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co-operative  had  been  in  operation  between  19 19  and  1923,  neigh- 
boring dealers  hardly  knew  that  the  co-operative  had  existed  and 
knew  nothing  of  those  who  had  been  in  control.  The  Universal 
Co-operative  Mercantile  Association  of  5624  South  State  Street 
was  formed  in  1920  by  a  group  of  negroes.  The  store  apparently 
failed,  for  when  the  address  was  visited  the  building  was  given 
over  to  a  negro  poolroom.  None  of  those  present  had  ever  heard 
of  the  organization.  Even  the  existing  societies  have  little  idea 
of  the  development  of  other  organizations.  Accordingly,  such 
facts  as  are  here  catalogued  are  derived  from  scraps  of  informa- 
tion which  were  taken  from  the  files  of  the  Co-operative  League, 
chance  gossip  picked  up  in  trade  union  halls,  and  the  incomplete 
statements  of  existing  co-operatives.  It  is,  however,  clear  that  the 
genuine  co-operative  endeavors  in  Chicago  have  been  more  than 
forty  in  number  and  have  operated  in  such  diversified  lines  as 
groceries,  drygoods,  clothing,  restaurants,  bookstores,  printshops, 
and  banking.1 

The  following  is  an  incomplete  listing  of  the  Chicago  co-opera- 
tive organizations  in  operation  between  19 13  and  191 7,  together 
with  a  summary  of  the  available  information  which  concerns  each 
society. 

1.  Co-operative  Association,  3206  Franklin  Beach — manager  unknown — 
date  of  start  unknown — failed  about  June,  19 16. 

2.  Public  Co-operative  Store  of  the  United  States — details  unknown. 

3.  Socialist  Exchange,  2509  Fullerton  Avenue.  A  Mr.  Sandburg  sponsored 
this  organization    Other  details  unknown. 

4.  American  Co-operative  Association,  346  South  Water  Street — managed 
by  Mr.  Vedder — no  details  known. 

5.  Universal  Trading  Society — Duncan  McDonald,  secretary — launched 
in  1910  by  well-to-do  farmers — mail  order  business — capital  investment, 
$300,000 — secured  the  financial  support  of  the  Illinois  district  of  the 
United  Mine  Workers  about  191 5 — had,  at  that  time,  a  large  and  well- 
appearing  warehouse — inefficiently  managed  under  a  cost-plus  system — 

1  Of  the  retail  groceries,  but  three  out  of  nearly  thirty  attempts  still  continue. 
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society  forced  to  reorganize  as  the  Amboy  Products  Company.  In  1921, 
Harrison  Parker  secured  control. 
6.  Consumers  Stores  Company,  Thirty-fifth  and  Morgan  streets — H.  C. 
Harlen,  manager — other  details  unknown. 

In  191 7,  a  considerable  co-operative  growth  set  in.  During 
that  year,  the  Italians  opened  a  store  at  10 11  West  Grand  Avenue 
— an  enterprise  which,  before  1922,  had  failed.  The  Swedes  had 
launched  the  Lake  View  Co-operative  Association  at  3423  North 
Clark  Street.  This  organization  encountered  financial  difficulties 
and  was  taken  over  by  the  National  Co-operative  Association  in 
1920.  In  Cicero  (2659  South  Crawford  Avenue)  the  Bohemians 
had,  in  191 7,  organized  the  Workmen's  Co-operative  Mercantile 
Association.  This  organization,  which  is  still  operating,  will  pres- 
ently be  described  in  detail.  On  Forty-seventh  Street  near  the 
stockyards  (1701  West  47th  Street)  the  Palatine  Commercial  Cor- 
poration —of  Polish  origin — also  came  into  existence.  It,  likewise, 
is  still  in  business. 

Early  in  19 18,  the  Roseland  Co-operative  Association  was 
formed  by  Swedish  socialists  of  the  Pullman  district.1  This  so- 
ciety proved  to  be  a  center  from  which  further  co-operative 
growth  was  to  proceed.  Under  its  influence,  the  Grand  Crossing 
Co-operative  Association  (7520  Cottage  Grove  Avenue)  was 
launched  in  1919.2 

A  considerable  number  of  co-operatives  came  into  existence 
in  19 19  and  1920.  The  stores  launched  during  this  period  by  the 
National  Consumers'  Co-operative  Association  have  been  de- 
scribed in  chapter  ix.  It  will  be  recalled  that  although  this  move- 
ment was  backed  by  the  Chicago  Federation  of  Labor,  it  failed 
early  in  192 1 — a  victim  of  inefficient  centralized  control,  lack  of 
local  support,  factionalism,  and  depression.  The  Association  had 
attempted  to  lay  the  capstone  before  the  foundation.  Aside  from 

1  The  operations  of  the  Roseland  society  are  described  below. 

2  Failed,  1922. 
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the  numerous  spurious  organizations  which  are  elsewhere  de- 
scribed,1 many  independent  enterprises  were  also  started.  Most 
of  these,  however,  lasted  but  a  short  time  and  dropped  out  of 
sight.  The  depression  of  192 1  was  especially  conducive  to  failure. 
Although  information  is  meager,  it  appears  that  the  following  are 
to  be  included  in  the  list:2 

1.  Patrolmen's  S.  A.  and  E.  Club  of  68  West  Washington  Street — no 
information  available. 

2.  Co-operative  Union  Label  Press  of  1902  South  Racine  Street  (Bert 
Murphy) — capital  $20,000 — non-Rochdale. 

3.  Consumers'  Co-operative  Union,  243  North  Pine  Avenue  (F.  A.  Curtis) 
"A  national  federation  of  consumers." 

4.  Consumers'  Grocery  and  Market,  1001  West  59th  Street  (R.  E,  Olsen) 
failed  before  1922. 

5.  Railwaymen's  and  Carmen's  Co-operative  Club,  413  South  Dearborn 
Street  (Swindell)  did  a  mail  order  business  between  191 9  and  192 1. 

6.  Universal  Co-operative  Mercantile  Association,  341 1  Calumet  Avenue 
(W.  H.  Montgomery)  organized  in  1919  with  a  capital  of  $10,000. 
Failed  before  1922. 

7.  Chicago  Co-operative  Association,  2257  West  13th  Street  (John  Ash- 
croft) — organized  in  1920  by  the  National  Consumers'  Co-operative 
Association — taken  over  by  a  disgruntled  minority — date  of  failure  un- 
known. 

8.  Rosedale  Co-operative  Society,  Fifth  and  California  avenues — started 
in  1919  by  members  of  the  painters'  union — not  well  supported — failed 
in  1921. 

9.  Englewood  Neighborhood  Co-operative  Association,  59th  and  Morgan 
streets  (C.  V.  Alsen) — launched  about  1919 — failed  in  1923. 

ro.  West  Englewood   Co-operative  Association,    1135   West   59th  Street 
(Nic  Dragicevic) — organized  in  1919 — failed  in  1921  or  1922. 

11.  Universal  Co-operative  Mercantile  Association — launched  in  1920  by 
negroes — date  of  failure  unknown. 

12.  Co-operative  Grocery  and  Market  Company,  306  East  31st  Street — 
date  of  start  unknown — probably  failed  in  1922. 

1  See  chap.  xiv. 

2  The  name  of  the  outstanding  figure  in  each  organization  is  inclosed  in  paren- 
theses. 
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13.  Northwestern    Co-operative  Association,    2659  Haddon    Avenue    (J. 

Siskund) — established  in  1919  by  a  Jewish  group — was  apparently- 
very  prosperous  for  a  period — failed  in  192 1. 

14.  Auburn  Park  Lithuanian  Co-operative,  8439  Vincennes  Avenue — failed 
in  1921. 

From  the  preceding  meager  account  of  consumers'  co-opera- 
tion in  Chicago,  little  light  is  thrown  on  the  situation  except  to 
indicate  that,  in  general,  slight  success  has  been  attained.  Con- 
sequently, the  writer  has  been  forced  to  fall  back  upon  the  history 
of  existing  Chicago  co-operatives  to  indicate  the  problems  en- 
countered by  co-operatives  in  a  great  city. 

b)  The  history  of  existing  co-operative  societies. — Among  the 
existing  co-operative  societies  in  Chicago  are  the  Roseland  Co- 
operative Association,  the  Workmen's  Co-operative  Mercantile 
Association,  the  Palatine  Commercial  Corporation,  the  Co-opera- 
tive Cafe  Idrott,  the  Co-operative  Cafe,  the  Walden  Book 
Shop,  and  the  Farmer-Labor  Exchange.  The  Amalgamated  Trust 
and  Savings  Bank  also  contains  most  of  the  essential  features  of 
a  co-operative.  These  organizations  will  be,  in  turn,  described. 

At  Roseland,  near  the  Pullman  works  (11000  Michigan 
Avenue),  the  Roseland  Co-operative  Association  was  formed  in 
January,  19 18,  by  a  group  of  Swedish  socialists  under  the  leader- 
ship of  Ernest  Aim  and  Swan  Johnson.  For  a  time  this  organiza- 
tion had  a  spectacular  growth.  Two  branch  stores  and  a  restau- 
arant  and  clubroom  were  opened  in  rapid  succession  and,  under 
the  influence  of  the  society,  the  Grand  Crossing  Co-operative  Asso- 
ciation was  launched.1  The  history  of  the  first  two  years  of  opera- 
tion was  summarized  by  the  president: 

Great  enthusiasm  was  showed  from  the  start  by  many  of  the  members 
who  thought  something  had  to  be  done  to  better  conditions  amongst  the 
working  class.  Others  were  doubtful  and  did  not  believe  it  would  be  a  suc- 
cess. Mostly  on  account  they  did  not  understand  or  could  (not)  see  the  need 
of  organization.  Amongst  themself  also,  there  has  been  many  failures,  of  co- 

1  The  Grand  Crossing  society  failed  in  June,  1922. 
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operative  stores  in  this  country  but  the  war  done  some  good,  it  started  us 
thinking  what  we  seen  the  rise  in  food  prices  and  other  things  we  had  to  use. 
The  unloading  of  old  cereals  and  substitutes  that  the  public  was  compelled 
to  buy  and  pay  a  good  price  for,  some  of  it  was  not  fit  to  eat.  Then  the 
newspapers  said  as  soon  as  the  war  is  over,  prices  would  come  down.  Be- 
cause profitters  said  they  should  go  up,  and  up  they  went,  and  are  still  going. 

Right  from  the  beginning  we  met  opposition  from  the  business  view, 
they  said  we  would  not  last  two  months  at  the  most.  That  was  their  propa- 
ganda to  discredit  us  and  some  took  it  seriously — others  laughed  and  said 
we  know  your  game. 

One  year  passed  and  the  net  savings  were  distributed.  It  had  a  great 
effect  on  the  members,  even  when  the  savings  were  small  it  showed  that  it 
was  not  a  failure,  those  who  had  been  pessimistic  gained  confidence  and  the 
sales  increased  considerably. 

Cafe  Ideal  was  taken  over  by  the  store  and  it  has  proved  a  success. 
Members  should  it  make  it  there  business  to  go  up  there  some  time,  you'll 
be  well  served.  The  board  of  directors  have  talked  of  starting  a  Co-opera- 
tive Library  in  the  Cafe  sometime  in  the  near  future. 

Last  Summer  a  picnic  was  held  out  in  Wildwood.  Speakers  talked  on 

co-operation After  all,  the  education  part  is  the  main  thing  in  the 

co-operative  field.  Our  present  committee  on  Education  are  taking  great 
interest  in  the  work  and  spreading  the  propaganda  amongst  the  people. 
The  board  of  directors  wishes  to  thank  them  and  the  rest  of  the  committees 
for  the  good  work  and  hope  to  see  them  all  re-elected  for  this  coming  year. 

At  the  time  the  store  was  open  no  orders  under  $3.00  were  delivered. 
Orders  less  than  $3.00  a  charge  of  5c  was  made,  then  it  was  cut  down  to 
$2.00.  At  the  present  time,  we  are  delivering  orders  for  almost  any  amount. 
I  want  to  impress  upon  the  members  the  great  expense  of  delivering.  Much 
better  service  could  be  had  if  larger  orders  were  phoned  and  not  so  often. 
....  So  you  see,  we  need  your  co-operation  at  all  times x 

The  foregoing  report  shows  something  of  the  spirit  of  the 
organization,  as  well  as  the  problems  encountered  during  the 
period  of  expansion.  Great  interest  in  the  society  was  manifested 
in  the  early  meetings,  sizeable  purchase  dividends  were  reported, 
and  the  opening  of  branches  was  planned. 

1  Ernest  Aim,  president. 
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Every  attempt  of  the  society  to  expand,  however,  proved 
futile.  Adequate  support  was  not  forthcoming.  The  Ideal  Cafe 
(33  East  1  nth  Street),  which  was  opened  as  a  branch  in  1919, 
lost  money  and  was  discontinued  in  1922,  when  losses  for  the 
year  mounted  to  19  per  cent  of  the  sales  of  the  restaurant.1  The 
West  Pullman  branch  (406  West  119th  Street)  was  somewhat 
more  successful  but  was  finally  closed  in  1923.  The  Grand  Cross- 
ing society,  sponsored  by  the  Roseland  group,  failed  in  1922.  The 

TABLE  IX 


Share 
Capital 

Loan 
Capital 

Sales 

Reserve 

Purchase  Dividends 

Yeae 

Members 
(Per  Cent) 

Non- 
members 
(Per  Cent) 

1918 

$4,000 
4,800 
5,300 
5,720 
5,98o 
7,410 

$109,502 

149,717 
207,162 
194,998 
191,997 
171,326 

$  2,825 

7,375 
10,984 
10,310$ 

4,976§ 
12,568 

2 
3 
4 
t 
O 

3 

I 

1919 

1920 

1921 

$       55o* 

450 

2,39i 

5,5io 

12,679 

2 

t 
0 

t 

1922 

1923 

*  Investment  certificates  in  "Cafe  Ideal." 

t  No  data  available. 

J  Earnings  in  1921  were  $485.70. 

§  Losses  in  1922  totaled  $632.11. 


Roseland  Co-operative  Building  Association,  initiated  in  1920  by 
the  Roseland  society,  was  unsuccessful  in  obtaining  the  desired 
funds.2  It  was,  indeed,  fortunate  that  officials  of  the  Roseland 
society  had  built  up  large  reserves  so  that  when  losses  were  in- 
curred in  the  operation  of  the  branches,  the  safety  of  the  organ- 
ization was  not  endangered.  Table  IX  traces  the  financial  stand- 
ing of  the  enterprise. 

Although  the  Roseland  Co-operative  Society  has  been  forced 
to  retrench,  it  is  today  (1924)  in  a  sound  financial  condition. 

1  Sales,  $23,  682.66;  losses,  $4,623.97. 

2  The  immediate  purpose  of  this  building  society  was  to  finance  a  building  pro- 
ject for  the  co-operative  store. 
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Share  and  loan  capital  have  mounted,  the  surplus  has  greatly  in- 
creased, and  sales  remain  high  despite  the  closing  of  all  branches. 
When  visited,  the  main  store  presented  a  fair  appearance.  Em- 
phasis appeared  to  be  placed  on  the  meat  market,  which  occupied 
half  of  the  double  store.  A  co-operative  motto  adorned  the  back 
wall.  The  store  was  not  well  laid  out.  It,  however,  occupied  an 
excellent  site  in  the  center  of  Roseland.  Plans  are  under  way  for 

a  new  building. 

TABLE  X 


Year 

Membership 

Sales 

Share  Capital 

Loan  Capital 

Purchase 
Dividends 
(Per  Cent) 

1918 

1919 

1920 

1921 

1922 

1923 

350 
* 

1,350 
* 

978 
948 

$  63,428 
149,068 
i25,ooof 
75,ooof 

87,365 
97,ooof 

$4,899 

9,732 
* 

* 

9,773 
9,444 

$   2,690 

17,446 
* 

* 

12,690 
16,500 

2.6 

4.4 
4.O 
O 

2-3 
2.2 

*  No  data  available. 

t  Estimate  made  by  the  manager. 

Another  survivor  of  the  192 1  depression  is  the  Workmen's  Co- 
operative Mercantile  Association  of  2659  South  Crawford  Av- 
enue, which  was  formed  in  March,  191 7,  by  350  Bohemian  so- 
cialists— most  of  them  unionists.1  This  society,  which  operated  on 
a  Rochdale  basis  and  secured  the  loyal  support  of  members, 
thrived  from  1918  to  1920.  By  192 1,  a  split  had  arisen  over  the 
communist  program  and  membership  declined  from  1,350  in  1920 
to  948  in  February,  1924.  Two  of  the  four  stores  which  had  been 
in  operation  were  closed  during  this  period.  Table  X  indicates  the 
course  pursued  by  this  organization. 

The  recovery  of  the  store  from  its  difficulties  is  clearly  shown 
in  Table  X.  Although  the  membership  has  continued  to  decline, 
the  officers  feel  that  expansion  will  shortly  follow.  Favorable  ele- 

1  The  members  belong  to  the  clothing  workers,  machinists,  carpenters,  brick- 
layers, and  other  unions. 
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ments  in  the  situation  are:  (1)  the  active  support  of  200  women 
members  who  are  organized  in  a  women's  guild;  (2)  the  com- 
petence of  the  managers  and  the  directors,  who  were  well  ac- 
quainted with  the  co-operative  movement  before  coming  to  the 
United  States;  (3)  the  close  nationality  bond  which  draws 
Bohemians  to  their  own  store  and  limits  chain  store  organiza- 
tion; and  (4)  the  conservative  financial  policies  employed. 

The  management,  however,  is  concerned  with  the  tendency 
of  the  younger  members  to  lose  the  language  ties  which  have 
brought  steadfast  support.  It  is  felt  that  the  society,  sooner  or 
later,  will  have  to  meet  more  severe  competition  than  it  is  at 
present  encountering. 

Another  outstanding  co-operative  effort  is  the  Chicago  Co- 
operative Bookstores  Company,  which  operates  the  Walden  book- 
shops in  the  loop  district.  This  organization  is  an  offshoot  of  the 
Radical  Bookshop  (826  North  Clark  Street).  The  Radical  Book- 
shop was  formed  in  March,  1920,  to  furnish  the  funds  necessary 
to  allow  Mrs.  Lillian  H.  Udell  to  carry  on  the  bookselling  business 
which  had  been  conducted  by  her  husband  before  his  death  in 
191 8. *  Two  hundred  and  twenty-five  liberals  and  radicals  sub- 
scribed for  $5  shares.2  Large  losses  were  sustained  during  the  first 
two  years  of  operation— reaching  $3,500  at  the  opening  of  1922. 
Consequently,  it  was  proposed  to  move  the  bookshop  to  the  loop 
district.  This  idea  met  with  opposition  and,  as  a  result,  an  agree- 
ment was  effected  under  which  the  Radical  Bookshop  was  to  con- 
tinue at  its  old  location  under  the  management  of  Mrs.  Udell,3 

1  Mr.  Udell  had  been  a  prominent  radical.  His  bookshop  was  the  "headquar- 
ters" of  many  liberals  and  radicals. 

2  Among  the  leaders  in  the  enterprise  are  Tennessee  Anderson,  Frances  Bird, 
E.  C.  Wentworth,  Theron  P.  Cooper,  Mrs.  Lenetta  M.  Cooper,  Clarence  Darrow, 
and  Jack  Jones. 

3  The  Radical  Bookshop  is  no  longer  a  co-operative  organization.  It  remains  in 
existence  through  the  support  of  the  communist  sympathizers  and  is  operated  in 
connection  with  a  Little  Theater. 
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while  a  new  organization — the  Chicago  Co-operative  Bookstores 
Company — was  to  be  established  at  307  Plymouth  Court  under 
the  management  of  Theron  P.  Cooper.  Most  of  the  capital  was 
turned  over  to  the  latter  organization.  Settlements  were  made 
with  the  members  who  did  not  wish  to  invest  in  the  new  company. 

Under  good  management,  the  Walden  Book  Shop,  as  it  is 
called,  has  thrived1  and,  by  November,  1923,  had  accumulated  a 
surplus  of  $598.  The  capital  stock  at  that  time  was  $12,665.  No 
purchase  dividends  have  yet  been  paid,  but  the  prospects  for  the 
future  appear  bright.2  In  1924,  a  branch  (under  the  same  name) 
was  opened  in  the  Wrigley  Building. 

Other  existing  efforts  in  Chicago  include  a  drygoods  store,  two 
co-operative  restaurants  operated  by  foreign  groups,  and  a 
farmer-labor  exchange.  The  Amalgamated  Trust  and  Savings 
Bank  is  also  quasi-co-operative.  This  list  is  not  exhaustive,  for 
the  complexity  of  city  life  has  brought  forward  numerous  groups 
for  the  protection  of  consumers'  interests.3  The  drygoods  store 
is  that  of  the  Palatine  Commercial  Corporation,  which  was  formed 
in  191 7,  when  three  thousand  Polish  members  contributed  a 
capital  of  $200,000.  Nine  stores  were  opened  in  Chicago  and 
vicinity.4  Not  strictly  Rochdale  in  character  and  loaded  with 
goods  on  a  falling  market,  the  enterprise  was,  until  1923,  in 
receivership,  but  now  continues  with  three  stores  in  operation. 
The  co-operative  restaurants  are  in  the  nature  of  clubs,  operated 
by  nationality  groups.5  The  Farmer-Labor  Exchange6  (C.  F. 

1  For  a  time,  Mr.  and  Mrs.  T.  P.  Cooper  found  it  necessary  to  give  the  store 
financial  assistance. 

2  Four-fifths  of  the  trade  of  the  store  is  done  with  non-members. 

3  Among  such  organizations  are  the  Tenants'  League  and  the  Radio  Listeners' 
Co-operative  Association. 

4  The  headquarters  of  the  movement  is  at  1701  West  47th  Street. 

s  The  Co-operative  Cafe  Idrott  is  located  at  3206  Wilton  Avenue,  and  the  Co- 
operative Cafe  Progress  at  9917  Ewing  Avenue. 
6 179  West  Washington  Street. 
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Lowrie,  manager)  has  for  some  time  been  attempting  with  in- 
different success  to  act  as  an  intermediary  between  organized 
producers  and  organized  consumers  in  the  sale  of  fruits,  vege- 
tables, union  label  coffee,  co-operative  cigars,  co-operative  gloves, 
and  union  label  shoes.  Purchases  are  solicited  at  union  meetings, 
where  the  goods  are  delivered  in  quantity  lots.  Some  business  is 
also  done  with  co-operative  stores  in  northern  Illinois. 

Chicago  also  contains  a  bank,  many  features  of  which  are  co- 
operative. As  this  is  doubtless  the  forerunner  of  a  considerable 
number  of  such  institutions,  a  brief  description  of  its  activities 
follows. 

The  Amalgamated  Trust  and  Savings  Bank  was  started  in 
January,  1922,  by  members  of  the  Amalgamated  Clothing  Work- 
ers. Shares  are  $100  par  value  each,  holdings  being  ordinarily 
limited  to  three  shares.  Proxy  voting  is  allowed.  Dividends  are 
limited  to  10  per  cent  on  stock.  The  bank  has  seven  hundred 
shareholders,  of  which  number  four  hundred  attend  the  annual 
meetings.  Thirty  employees  are  required  for  the  work  of  handling 
the  ten  thousand  accounts  of  the  bank.  The  number  of  patrons  is 
rapidly  increasing,  especially  in  the  savings  department.1  The 
bank  is  located  at  the  corner  of  Jackson  Boulevard  and  Clark 
Street.2  The  staff  appears  efficient  and  the  bank  seems  well  con- 
trolled. Especial  emphasis  is  placed  on  foreign  exchange  work. 

In  the  first  two  years  of  operation,  $16,246.40  was  earned, 
after  providing  for  suitable  reserves.  No  dividends  have  yet  been 
paid  on  the  $200,000  of  outstanding  stock.3  As  a  further  measure 
of  conservatism,  the  bank  has  joined  the  Chicago  Clearing  House 
Association,  thus  subjecting  itself  to  rigid  examinations  as  well  as 
securing  the  protection  which  the  Association  affords.  Resources 

ITlie  cashier  estimates  that  there  are  fifteen  savings  accounts  to  one  com- 
mercial account. 

aThe  bank  was  formerly  located  at  371  West  Jackson  Boulevard. 

*  The  stock  was  sold  at  $150  per  share,  allowing  a  $100,000  surplus  at  the  start. 
No  further  stock  sale  is  contemplated. 
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were  at  the  close  of  1923,  $2,462,297.19,  the  major  portion  being 
invested  in  bonds  and  securities  of  a  high  grade.1  Over  two 
hundred  unions  have  already  made  the  bank  the  depository  of 
their  funds.  The  prospects  for  the  future  growth  of  the  institution 
are  bright. 

c)  Conclusions  to  be  drawn  from  the  Chicago  experience. — From 
the  analysis  which  precedes,  it  will  be  clear  that  in  Chicago  there 
has  been  no  lack  of  initiative  in  launching  co-operatives.  Equally 
apparent  is  the  high  mortality  rate  of  such  societies  as  have  been 
organized.  What,  then,  explains  this  failure  of  co-operatives  to 
take  root?  The  following  appear  to  be  the  outstanding  difficulties. 

1.  In  metropolitan  areas,  trade  unions  and  co-operatives  are 
divorced.  Instead  of  the  unions  forming  a  center  for  co-operative 
organization  and  support,  one  finds  the  members  of  the  locals 
scattered  through  the  city,  unable  to  trade  at  co-operatives  which 
may  be  organized.2  The  Rosedale  society,  for  example,  shortly 
failed  when  the  union  painters  who  had  organized  the  society 
found  it  inconvenient  to  give  it  their  support. 

2.  The  migratory  nature  of  the  population  does  not  allow 
strong  ties  (so  essential  to  co-operation)  to  develop  within  a  com- 
munity.3 Chicago  offers  but  slight  opportunity  for  a  community 
life. 

3.  Spurious  co-operatives  have  sapped  the  strength  of  the 
genuine  movements  both  by  securing  financial  support  which 
would  have  gone  into  honest  endeavors  and  by  discrediting  the 
co-operative  movement  in  the  minds  of  an  undiscriminating  pub- 

1  The  bank's  investments  correspond  more  nearly  to  those  of  a  savings  bank 
than  to  those  of  a  commercial  bank,  since  customers  typically  do  not  desire  credit 
accommodations  or  do  not  have  sufficient  collateral. 

2  The  National  Consumers'  Co-operative  Association  attempted  to  avoid  this 
difficulty  by  obtaining  the  support  of  all  unions  affiliated  with  the  Chicago  Federa- 
tion of  Labor.  This  move,  however,  failed — partly  because  the  local  groups  did  not 
have  sufficient  control  of,  and  interest  in,  the  branch  stores.  See  chap.  ix. 

3  The  purchase  dividend  also  becomes  of  less  value  in  this  situation. 
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lie.  While  the  genuine  Chicago  movements  struggled  to  accumu- 
late capital  of  from  $5,000  to  $25,000  each,  investors  poured 
millions  into  the  Harrison  Parker  promotions. 

4.  The  lack  of  leadership  has  hampered  the  development  of 
co-operation  in  Chicago.  It  has  been  extraordinary,  except  among 
nationality  groups,  to  find  men  of  marked  managerial  ability  in 
control.  Of  organizers  there  have  been  aplenty.  But  the  con- 
scentious  secretary  and  the  aggressive  and  able  manager  have 
been  conspicuously  absent  in  the  Chicago  situation.1 

5.  Factionalism  among  members  of  the  Chicago  societies  has 
been  exceedingly  prevalent.  Groups  have  appeared  to  be  intoler- 
ant of  one  another  and  quarrels  have  frequently  appeared.2 

6.  Competition  in  Chicago  has  been  very  keen.  The  co-opera- 
tives in  the  grocery  field  have  been  pitted  against  chain  stores  and 
other  efficiently  managed  organizations.  Survival,  accordingly, 
has  been  difficult. 

7.  Many  of  the  co-operative  attempts  have  been  efforts  to 
build  from  the  top  down.  Outside  organizers  have  often  en- 
tered a  section  to  "drum  up"  co-operative  enthusiasm.3  The 
people  in  the  community  have  not  thought  of  themselves  as  active 
controllers  of  the  co-operative,  and  after  the  first  burst  of  en- 
thusiasm have  tended  to  lose  interest. 

8.  The  co-operative  movement  was,  in  192 1,  subjected  to  a 
severe  depression  which  rendered  insolvent  many  co-operative 
societies  which   might   otherwise   have   endured.4  Chicago,   as 

1  The  experience  of  the  National  Consumers'  Co-operative  Association  well 
illustrates  this  point.  See  also  page  117. 

2  The  National  Co-operative  Association  was  engaged  in  a  number  of  con- 
troversies with  branch  stores.  The  Roseland  Co-operative  Society  has  often  been 
split  between  contending  groups.  The  same  was  at  one  time  true  of  the  Workmen's 
Co-operative  Mercantile  Association. 

3  The  National  Consumers'  Co-operative  Association  was  especially  guilty  on 
this  count.  See  chap.  ix. 

4  The  Northwestern  Co-operative  Association  should  be  especially  mentioned 
in  this  connection. 
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a   highly   competitive   market,   was  peculiarly  subject   to   the 
crisis. 

If  any  trend  has  become  apparent  in  the  Chicago  experience, 
it  would  be  that  successful  co-operatives  have  had  a  nationality 
basis.  Furthermore,  co-operative  effort  has  shown  some  signs  of 
moving  into  other  fields  than  the  purveying  of  foodstuffs.  More- 
over, although  evidence  is  not  conclusive,  it  is  interesting  to 
speculate  on  the  possibility  of  Chicago,  in  its  co-operative  de- 
velopment, following  the  same  course  as  London.  In  London,  the 
Royal  Arsenal  society  at  Woolwich  gained  strength  in  the  south- 
eastern suburbs  and  moved  steadily  into  London.  Today  this  so- 
ciety has  a  hold  which  extends  throughout  the  southern  half  of  the 
city.  A  similar  evolution  brought  co-operative  development  into 
the  north  of  London.  In  considering  the  relative  strength  of  the 
suburban  movements  of  Chicago,  it  is  possible  that  co-operative 
success  will  reach  the  metropolitan  area  (if  at  all)  by  the  expan- 
sion of  these  suburban  co-operatives.  On  the  north,  Waukegan 
and  North  Chicago  have  well-developed  co-operative  societies.1 
On  the  west,  Cicero  has  one  successful  society.  On  the  south,  the 
Roseland  society  has  shown  considerable  vitality.2  It  should, 
however,  be  noted  that  all  of  these  societies  have  a  nationality 
basis.  This  basis  not  only  limits  free  expansion  into  other  areas, 
but  is,  itself,  tending  to  be  eliminated  by  the  " Americanization" 
of  the  younger  members  of  the  groups.  The  future  of  co-operation 
in  Chicago  is  difficult  to  predict. 

1  The  Co-operative  Trading  Company  (Finnish),  the  Lithuanian  Co-operative 
Society,  and  the  North  Chicago  Co-operative  Association. 

2  It  has,  however,  been  unable  successfully  to  operate  branches. 


CHAPTER  XIII 
ILLINOIS  UNION  ENTERPRISES 

A  significant  type  of  Illinois  co-operative  activity  has  been 
that  conducted  through  the  medium  of  unions.  The  expanding 
union  treasuries  which  have  accompanied  the  growing  power  of 
organized  labor  have  frequently  been  used  to  foster  co-operative 
endeavors.  Indeed,  many  retail  groceries,  coal  yards,  union  halls, 
motion  picture  theaters,  undertaking  rooms,  printing  offices, 
newspapers,  and  insurance  benefits  have  been  successfully  estab- 
lished. Particularly  among  the  miners  has  this  tendency  been 
marked,  for  the  social  solidarity  of  the  mining  town  has  brought 
greater  safety  in  investment  and  more  united  support. 

As  early  as  191 5,  the  miners  were  launching  stores  under  union 
auspices  at  Benton,  Christopher,  Oglesby,  Johnston  City,  Glen 
Ridge,  Staunton,  Divernon,  Troy,  and  0 'Fallon.  Occasionally 
local  unions  would  yield  to  agitation  to  place  the  union  store  on  a 
Rochdale  basis,  believing  that  a  greater  success  would  be  achieved 
by  so  doing.  For  example,  at  Staunton,  after  a  large  grocery  and 
coal  business  had  been  built  up,  a  Rochdale  co-operative  was 
formed.  On  the  other  hand,  unions  were  frequently  called  upon  to 
take  over  Rochdale  co-operatives  or  to  give  them  financial  sup- 
port during  periods  of  financial  difficulty.  Thus,  in  1919,  at 
Royal  ton,  the  union  came  into  control  of  the  Royal  ton  Co-opera- 
tive Society.1 

From  1919  to  1921,  it  seemed  that  the  union-operated  store 
would  be  the  dominant  type  in  southern  Illinois.  The  American 
Rochdale  Plan2  was  then  receiving  the  financial  backing  of  hun- 

1  See  the  history  of  the  Royalton  society  in  Appendix  A. 

2  Described  in  chap.  v. 
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dreds  of  unions,  and  branches  were  rapidly  being  established.  The 
cry  was  for  unions  to  put  their  money  where  it  would  aid  them 
and  incur  little  risk,  the  co-operative  chain  store  being  urged  for 
that  purpose.  Many  leaders,  having  observed  the  size  of  union 
treasuries,  believed  that  this  method  would  bring  much  capital 
which  it  would  be  impossible  to  obtain  through  voluntary  effort. 
Unfortunately  the  Central  States  Co-operative  Wholesale  So- 
ciety, operating  on  the  American  Rochdale  Plan,  proved  an  un- 
safe depository. 


TABLE  XI 

Society 

Started 

Investment 

Earnings  (1922) 

Reserve 

Dorrisville 

1913 
IOI7 
1921 

$2,000.00 
3,140.00 
4,388.01 

* 

t 
$3,519.03$ 

$7,932.78 
5 , 000 . 00 
7,127.28 

Marion 

Christopher 

*  No  data  available. 

t  Usually  return  from  25  1 

t  Data  from  July  1922  to 

0  30  per  cent  on 
July  1923. 

nvestment. 

In  1 92 1,  another  type  of  union  enterprise  became  popular — 
the  undertaking  business.  Undertaking  rooms  were  Opened  at 
Christopher,  Harrisburg,  Royalton,  West  Frankfort,  Marion, 
Benton,  and  Gillespie.1  The  success  with  which  these  enterprises 
met  is  indicative  of  future  growth. 

A  summary  (Table  XI)  of  the  financial  standing  of  three  of 
the  more  prominent  societies  is  shown.  In  addition  to  the  large 
returns  on  the  investment,  added  benefits  were  urged  for  the 
union-owned  establishment.2  At  Marion,  the  manager  claimed 
that  undertaking  prices  had  been  reduced  30  per  cent  since  the 
union  entered  the  field,  while  at  Christopher  the  saving  was  esti- 
mated at  50  per  cent.  It  was  evident  that  a  keen  competitive 

1  An  undertaking  establishment  has,  since  19 13,  been  operating  at  Dorrisville. 

3  Worthy  of  note  is  the  benefit  of  the  union  undertaking  establishment  in  aiding 
those  in  unfortunate  circumstances,  for  in  the  past  union  death  benefits  appeared 
all  too  often  to  be  entirely  absorbed  by  the  undertaker's  bill. 
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struggle  was  on,  for  two  out  of  three  competitors  in  Christopher 
had  been  forced  out  of  business,  while  the  sole  survivor  had  cov- 
ered telephone  poles  for  miles  around  with  advertising  in  an  effort 
to  bring  back  a  rapidly  declining  business.  The  situation  was  not 
greatly  different  at  Marion. 

In  some  mining  communities  the  union  has  used  its  funds  to 
start  a  hospital.  For  more  than  ten  years  one  has  been  operating 
at  West  Frankfort.  However,  some  doubt  as  to  its  efficiency  has 
been  expressed  by  mine  workers'  leaders. 

Outside  of  the  mining  groups,  there  have  been  a  number  of 
union-owned  enterprises,  for  many  labor  organizations  print  their 
own  publications  or  co-operate  with  other  unions  as  publishing 
house  owners.  Buildings  are  also  frequently  purchased  to  serve  as 
meeting  places  and  recreational  centers  for  members.  Labor 
banks,  prominent  in  the  East,  have  not  been  launched  in  Illinois.1 

In  starting  an  enterprise,  the  union  possesses  a  number  of  ad- 
vantages over  the  Rochdale  co-operative.  It  is  easier  to  obtain 
funds,  for  members  are  more  willing  to  lower  the  union's  bank 
balance  than  to  invest  individually.  It  is  less  difficult  to  initiate 
an  enterprise  at  a  union  meeting  than  to  undertake  the  discourag- 
ing task  of  co-operative  organization.  The  relatively  trained 
supervisory  and  auditing  staff  of  the  union  may  be  used  to  handle 
the  enterprise.2  Furthermore,  contributions  of  the  apathetic  are 
obtained  through  the  union  by  majority  vote — impossible  under 
Rochdale  co-operation.  And,  above  all,  the  union  may  use  many 
of  its  enterprises  as  weapons  in  time  of  strike.3  Moreover,  a  cer- 

1  The  Amalgamated  Trust  and  Savings  Bank  is,  however,  controlled  by  mem- 
bers of  the  Amalgamated  Clothing  Workers.  See  p.  151. 

2  This  statement  needs  to  be  made  in  a  qualified  way,  as  some  union  auditors 
receive  their  positions  because  of  their  political  connections  in  the  union  organiza- 
tion and  not  because  of  their  ability.  See,  for  example,  the  experience  of  the  Central 
States  Co-operative  Wholesale  Society,  pp.  81-90. 

3  Union  members  may  not  become  disgruntled  and  withdraw  their  funds,  as 
has  occurred  in  a  number  of  Rochdale  co-operatives. 
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tain  allegiance  to  the  union  is  built  up  by  the  presence  of  such 
adjuncts  as  labor  temples,  moving  picture  shows,  and  undertak- 
ing establishments.  The  union  comes  to  mean  something  more 
than  a  fighting  organization.  It  exercises  a  discipline  upon  its 
members  by  picturing  vividly  to  them  what  they  would  lose  by 
deserting  their  labor  organization. 

Experience  has,  however,  shown  grave  difficulties  in  union 
operation  of  enterprises.  In  the  first  place,  the  union  has  not  al- 
ways proved  itself  to  be  a  capable  administrator.  All  too  fre- 
quently union  leaders,  although  aggressive  fighters  for  the  cause, 
have  proved  themselves  unfitted  for  the  task  of  administrative 
control.  Managers  of  the  enterprises  have  been  allowed  to  over- 
buy, fixtures  have  been  purchased  on  too  elaborate  a  scale,  over- 
charging for  services  of  committeemen  has  occurred.  Unfortu- 
nately, the  auditing  has  often  been  such  as  to  give  little  idea  of  the 
status  of  the  business,  for  auditors  have  frequently  been  chosen  for 
their  political  support  of  the  leaders.  Then,  too,  in  the  union 
meetings  factionalism  sometimes  arises  and  the  enterprise  falls 
victim  to  endless  controversy.  But  most  important  of  all  has  been 
the  lack  of  personal  interest  on  the  part  of  the  members.  After 
the  first  glamor  accompanying  the  inauguration  of  the  venture, 
individual  support  lessens.  Members,  not  having  their  own  funds 
in  the  business,  fail  to  manifest  a  great  interest.  Moreover,  the 
absence  of  the  Rochdale  motive  of  the  purchase  dividend  gives  no 
definite  personal  reward  for  loyal  support.  Nowhere  was  this 
point  more  strikingly  brought  out  than  in  the  Central  States  Co- 
operative Wholesale's  experience. 

Another  difficulty  which  arises  in  union-owned  enterprises 
comes  in  the  necessary  nature  of  union  investments.  Since  a  labor 
organization  is  a  fighting  unit,  its  funds  must  advisedly  be  in  in- 
vestments where  they  can  be  readily  withdrawn.  For,  in  time  of 
strike,  it  is  essential  to  have  available  liquid  capital.  This  diffi- 
culty is  not  confronted  in  the  operation  of  a  union  grocery  store, 
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both  because  the  merchandise  is  on  hand  and  because  credit  may 
be  secured  from  wholesalers  on  the  basis  of  a  "going  business." 
But  in  many  other  fields  the  possibilities  are  not  so  great.  For 
example,  the  Illinois  Mine  Workers  could  not  advantageously  dis- 
pose of  their  $275,000  Springfield  office  building  for  the  urgent 
demands  of  a  strike  period.  Neither  could  they  easily  convert  into 
current  funds  $50,000  which  they  had  advanced  for  labor  tem- 
ples.1 

Finally,  it  should  be  noted  that  with  the  growth  of  cities  the 
trade  union  enterprise  with  a  widely  scattered  membership  does 
not  have  as  good  a  possibility  of  successful  operation  as  the 
Rochdale  co-operative,  which  embraces  all  occupational  groups. 
With  the  increase  of  union  amalgamation,  however,  this  difficulty 
may  be  measurably  overcome. 

In  conclusion,  it  may  be  said  that  the  union  operation  of  enter- 
prises is  increasing  and  promises  well  in  such  fields  as  require  little 
control,  or  are  subject  to  state  regulation —the  operation  of  labor 
temples,  motion  picture  theaters,  undertaking  establishments, 
and  labor  banks.  Serious  limitations,  however,  have  appeared, 
and  it  is  probable  that  the  slow  and  difficult  work  of  Rochdale 
co-operative  organization  will  in  the  long  run  meet  with  greater 
success. 

1  It  is  interesting  to  note  that  $543,301  of  the  $959,368  reserve  of  the  Illinois 
miners  is  unavailable  for  strike  needs  except  as  it  may  be  pledged  behind  loans. 
(Illinois  Miner  [June  14,  1924],  p.  5.) 
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SPURIOUS  CO-OPERATIVES  IN  ILLINOIS 


CHAPTER  XIV 
THE  GROWTH  OF  SPURIOUS  CO-OPERATIVES 

Much  stronger  financially  than  the  genuine  co-operative 
movements  during  the  post-war  period  and  competing  with 
them  were  schemes  organized  to  sell  co-operation  at  a  profit. 
Many  of  these  plans  radiated  from  Chicago,  reaching  workers  and 
farmers  throughout  Illinois  as  well  as  many  other  states.  In  most 
cases,  certain  features  of  the  Rochdale  co-operative  plan  were 
included  in  the  attempt  to  obtain  funds  from  a  sympathetic 
but  ill-informed  public.  Indeed,  in  their  efforts  to  secure  sub- 
scriptions, the  promoters  distorted  the  very  principles  on  which 
the  co-operative  movement  had  been  founded. 

Of  those  engaged  in  this  work,  the  most  skilful  and  daring  was 
Harrison  Parker  of  Chicago,  who,  in  three  years  (19 19-21),  ob- 
tained from  the  public  a  greater  financial  support  than  the  com- 
bined investment  during  the  period  in  all  middle  western  con- 
sumers' co-operatives.  After  operating  for  five  years  under  a  va- 
riety of  plans  designed  to  bring  the  funds  of  investors  into  his 
control,  while  ostensibly  forming  co-operative  enterprises,  he  re- 
tired from  the  co-operative  field  in  1923,  leaving  behind  him  in 
the  districts  in  which  he  operated  not  only  a  series  of  bankrupt 
co-operatives  but  also  great  apathy  toward  the  co-operative 
movement. 

The  idea  which  Mr.  Parker  sold  to  the  public  was  well  summed 
up  in  an  article  published  in  his  magazine.1  "Successful  co-opera- 
tion in  America  if  it  is  to  operate  on  anything  larger  than  a 
parochial  scale  must  be  dollar  co-operation  primarily,  with  con- 
trol centered  in  a  small  group,  so  protected  against  impatience 

1  The  Co-operative  Commonwealth,  March  11,  1922,  p.  4. 
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and  greed  for  instant  profits  as  to  have  liberty  to  work  out  large 
scale  problems  in  a  business-like  and  orderly  manner."  To  ac- 
complish this  end,  the  common  law  trust  form  of  organization  was 
used,  which  allowed  Harrison  Parker  and  two  co-trustees1  to  be 
dictators.  In  this  capacity  Mr.  Parker  launched  organizations  in 
a  way  which  is  nothing  short  of  remarkable,  showing  not  only  an 
impelling  enthusiasm  and  organizing  ability  which  swept  aside 
every  obstacle  before  him,  but  also  demonstrating  an  uncanny 
ability  to  play  effectively  upon  some  of  the  most  powerful  of 
human  emotions.  To  the  public  he  appeared  as  a  trained  leader, 
enthused  with  co-operation,  sincere,  devoted,  willing  to  lead 
workers  out  of  the  maze  of  modern  economic  problems.  His  plan, 
he  claimed,  was  that  of  the  weavers  of  Rochdale,  adapted  to 
American  conditions.  Agents  and  members  were  crusaders  in  a 
just  cause,  willing  to  be  persecuted  in  the  struggle  for  a  changed 
society.  Financial  difficulties  were  no  barrier,  as  one  organization 
was  deftly  shifted  into  another,  and  confidence  was  rapidly  re- 
stored. The  advertising  and  sales  methods  used  have  seldom  been 
surpassed  in  effectiveness.  An  expert  legal  staff  was  able  to  fore- 
stall attacks  in  the  courts.  A  social  solidarity  rapidly  developed 
and  subscriptions  for  more  than  twenty-eight  million  dollars 
poured  into  his  hands  from  over  ninety  thousand  people. 

Of  all  the  ingenious  methods  used,  perhaps  the  most  effective 
was  the  selling  of  his  own  personality  to  the  public.  In  speeches 
and  in  writings  which  had  a  ring  of  sincerity,  he  played  up  his 
humble  start  as  a  newsboy  on  the  streets  of  San  Francisco,  his 
sympathy  for  the  oppressed  millions,  his  apprenticeship  to  "big 
business"  to  fit  himself  as  a  leader  of  the  workers,  his  willingness  to 
champion  a  cause  even  to  the  point  of  martyrdom,  and  his  straight 
living  and  belief  in  God  which  gave  him  strength  for  the  combat. 

1  The  co-trustees  were  typically  inactive,  except  in  occasional  organizing  work. 
Receiver's  Report,  Case  No.  2Q464,  U.S.  District  Court,  Northern  District  of  Illinois, 
Eastern  Division,  p.  89. 
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I  saw  the  rank  injustice  of  one  man  with  millions  and  another  fellow 
barely  able  to  feed  the  hungry  mouths  at  home  ....  and  made  up  my 
mind  I'd  do  my  part  toward  helping  the  people.  Realizing  that  I  couldn't  do 
anything  without  knowledge,  I  .  .  .  .  learned  the  game  of  "Big  Business."1 
I  started  ....  the  Co-operative  Society  of  America  in  a  mighty  humble 
way  ....  and  was  ready  to  ...  .  work  for  humanity.  The  "interests," 
the  "profiteer,"  the  "politicians"  were  all  active  in  ...  .  persecution.  The 
Co-operative  Society  of  America  has  already  done  as  much  here  in  three 
years  as  (the  co-operative  societies  of)  England  achieved  in  their  first  forty.2 

Many  devices  were  used  to  lead  investors  to  believe  that 
his  plan  resembled  Rochdale  co-operation.  His  societies,  his  trade- 
marks, and  his  advertising  frequently  used  the  term,  "Rochdale." 
His  plan,  although  almost  entirely  dissimilar,  gave  members 
checks  for  5  per  cent  purchase  refunds.  While  Rochdale  co- 
operation was  built  on  democratic  control,  Mr.  Parker  sub- 
stituted a  dictatorship;  while  Rochdale  co-operation  limited  the 
return  on  invested  capital,  Mr.  Parker  constantly  increased  the 
return  on  capital  and  the  price  of  shares;  while  Rochdale  co- 
operation contemplated  full  publicity  of  the  affairs  of  the  associa- 
tion, Mr.  Parker  gave  out  meager  information.  His  magazine 
contained  numerous  articles  on  the  American  and  foreign  co- 
operative movements.  One  of  his  representatives  went  to  Europe 
and  was  warmly  received  by  co-operators.  He  made  an  effective 
address  to  the  Scarborough  Convention  of  the  (British)  Co- 
operative Union  (192 1)  which  proved  excellent  propaganda  for 
Mr.  Parker.  A  "co-operative"  educational  organization,  the  Co- 
operative Defense  League,  was  launched  and  a  start  was  made 
toward  a  "Co-operative  Party." 

The  plans  of  Mr.  Parker  were  shifted  so  frequently,  the 
titles  to  properties  held  were  passed  so  freely  from  one  trustee 

1  Mr.  Parker  stated  that  he  was,  at  thirty-five,  president  of  the  Chicago  Ameri- 
can with  a  salary  of  $35,000  a  year,  having  previously  served  with  Wanamaker's 
and  the  Chicago  Tribune. 

2  Leonard-Morton  and  Company,  Fall  and  Winter  Catalogue,  IQ22-23,  pp. 
28,  39. 
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to  another,  and  trust  estate  was  so  built  up  within  trust  estate, 
that  the  description  of  his  activities  is  an  attempt  to  unweave  a 
tangled  web.  Indeed,  Mr.  Parker  himself,  at  the  end,  repeatedly 
expressed  his  inability  to  keep  step  with  the  machine  which  he  had 
set  in  motion.1 

In  the  following  description  of  Harrison  Parker's  organizations 
no  attempt  will  be  made  at  completeness.  Its  purpose  is  rather 
to  indicate  some  of  the  latent  possibilities  of  co-operation  which 
were  sacrificed  through  the  inability  of  the  public  to  distinguish 
between  this  and  Rochdale  co-operatives.  Table  XII  shows  the 
membership,  the  amount  subscribed,  the  number  of  retail  stores 
in  operation,  the  properties  controlled,  and  the  date  of  abandon- 
ment of  each  plan. 

It  will  be  noted  in  Table  XII  that  the  start  in  191 7  was  a 
land  developing  project;  then  came  the  entrance  into  the  mer- 
chandising field  with  fifty  retail  stores;  then  the  shift  to  a  new 
name,  in  1919,  with  an  accompanying  increase  in  membership.2 
In  1920  the  organization  really  got  under  way  and  entered  into 
manufacturing  and  merchandising  on  an  elaborate  scale.  The 
year  192 1  brought  a  still  greater  advance  in  membership,  invest- 
ment, and  properties.  The  retail  stores  were  sold  by  1922  and  a 
mail  order  business  (Leonard,  Morton  and  Company)  was  started 
in  the  same  year,  the  development  of  which  greatly  expanded  the 
membership  though  not  the  investment.  Finally,  in  1923,  the 
properties  slipped  away,  leaving  only  a  bank,  an  insurance  com- 
pany, a  stock-selling  concern,  and  a  building.  A  detailed  account 
of  each  organization  follows. 

a)  The  National  Society  of  Fruitvalers. — On  November  20, 
191 7,  the  National  Society  of  Fruitvalers,  posing  as  a  co-opera- 

1  Receiver's  Preliminary  Report,  Case  No.  2Q464,  U.S.  District  Court,  Northern 
District  of  Illinois,  Eastern  Division,  pp.  90,  93. 

2  Mr.  Parker  had  interested  himself  in  Michigan  land  through  his  participation 
in  a  Michigan  Products  Exhibition  at  the  Coliseum,  Chicago.  He  was  at  that  time 
a  representative  of  a  Chicago  newspaper. 
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TABLE  XII 

Spurious  Co-operative  Organizations  of  Harrison  Parker 


Organization 

Mem- 
bership 

Total  Subscrip- 
tion of  Members 

Retail 
Stores 

in 
Opera- 
tion 

Other  Projects 

Date  of  Aban- 
donment 

Close    of    igi7 — Na- 
tional   Society    of 
Fruitvalers 

* 

* 

0 

Development  of  sale 
of   10,000  acres  of 
Michigan  land 

1918 — National  Soci- 
ety of  Fruitvalers. . 

4,88of 

$      244,000 

50 

As  above 

Feb.  20, 1920  (By 
transferring  as- 
sets to  Co-op. 
Soc.  of  Ameri- 
ca) 

Close    of    191 9 — Co- 
operative Society  of 
America . . 

27,ooot 

175,000 

0 

As  above 

Feb.  17, 1921  (By 
transferring  as- 
sets to  Co-op. 
Soc.  of  Ameri- 
ca) 

Close    of    1920 — Co- 
operative Society  of 

20,000 

10,000,000 

100 

As  above 

Rochdale     Wholesale 
Co. 

Rochdale  Fixture  Co. 

Amboy  Products  Co. 
(Coffee    roasting 
cigar  factory) 

Rochdale  Inn   (Sum- 
mer Resort) 

Rochdale  Insur.   Co. 

Close    of    1921 — Co- 
operators  of  Ameri- 
ca  

92,000 

$28,332,089.46 

i78§ 

Land  and  Companies 
as  above 

People's    Life    Insur- 
ance Company 

Randolph  Building 
Corporation  (Own- 
ers   of    17-story 
building) 

City  State  Bank 

Allied  Food  Products 
Co. 

Lakeside  Packing  Co. 

Wisconsin  Pea   Can- 
ners  Association 

Troy  Milk  Products 
Co. 

Close    of    1922 — Co- 
operators  of  Ameri- 
ca. (Known  as  the 
Co-op.       Soc.      of 
America) 

156,000 

* 

0 

As  above,  lacking 

Rochdale    Wholesale 
Co. 

Leonard,    Morton    & 
Co. 

Great    Western     Se- 
curities Corpora- 
tion 

*  Data  unavailable. 

t  June,  1923. 

t  Name  changed  by  court  order. 
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TABLE  XII  {continued) 


Organization 

Mem- 
bership 

Total  Subscrip- 
tion of  Members 

Retail 
Stores 

in 
Opera- 
tion 

Other  Projects 

Date  of  Aban- 
donment 

Close    of    IQ2S — Co- 
operators  of  Ameri- 

70,000 

* 

0 

People's   Life    Insur- 
ance Company 

City  State  Bank 

Randolph       Building 
Corporation 

Great    Western    Se- 
curities   Corpora- 
tion 

*  Data  unavailable, 
t  June,  1921. 

tive,  was  organized  and  commenced  the  sale  of  its  securities 
(beneficial  interests)  in  the  Chicago  district.  This  society  was  a 
common  law  trust,  its  organization  plan  having  been  drawn  up 
by  a  prominent  Chicago  attorney1  at  Harrison  Parker's  request. 
To  start  the  trust  estate  Mrs.  Harrison  Parker,  the  grantor,  deed- 
ed ten  thousand  acres  of  cut-over  Michigan  land,  worth  approxi- 
mately $150,000  and  carrying  a  $105,000  mortgage,2  to  three 
trustees— Harrison  Parker,  H.  A.  Hawkenson,  and  P.  C.  Slack— 
who  were  to  serve  for  an  indefinite  period  with  a  compensation 
not  to  exceed  5  per  cent  of  the  gross  income.  They  were  given 
power  under  the  trust  agreement  to  manage  the  property  (to 
which  they  had  full  legal  title)  as  they  saw  fit,  changing  the  form 
of  the  enterprise  when  they  desired,  investing  assets  as  they 
deemed  best,  rendering  no  accounting  to  shareholders  (who  had 
no  voting  power) — in  other  words,  a  complete  and  powerful 
dictatorship3  which  proposed  "to  place  the  common  necessities  of 

1  Harris  F.  Williams. 

2  This  land  was  deeded  to  the  Trust  by  a  Maine  corporation,  known  as  the 
Fruitvale  Company,  previously  organized  by  Harrison  Parker.  Mr.  Parker  claimed 
that  he  bought  the  land  at  $6.60  to  $100  an  acre,  losing  altogether  $400,000  on  the 
land  and  improvements.  (Co-operative  Commonwealth  [March  n,  1922],  p.  5.) 

3  Declaration  of  Trust,  The  National  Society  of  Fruitvalers,  November  10, 
1917. 
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life  within  the  reach  of  certificate  holders  and  others  at  moderate 
and  reasonable  prices,  free  from  unreasonable,  speculative,  and 
monopolistic  profit."1  This  end  was  to  be  accomplished  through 
the  establishment  of  retail  grocery  stores  which  would  handle 
goods  direct  from  the  "producer" — as  much  as  possible  coming 
from  their  own  Michigan  land.  To  float  the  enterprise,  100,000 
beneficial  interests  (shares)  were  to  be  sold,  each  having  a  par 
value  of  $50. 2  Spectacular  methods  of  advertising  brought  a 
ready  sale,  and  fifty  stores  were  started  by  the  society  within 
six  months  under  a  subsidiary,  called  the  Fruitvale  Grocery 
and  Market  Company.  The  management  of  these  stores  was  so 
poor  and  the  consequent  loss  so  great  that  they  were  sold  to 
the  National  Tea  Company  in  July,  1918,3  leaving  the  Michi- 
gan land  from  which  they  were  attempting  to  sell  small  tracts  as 
the  only  asset.  On  August  28,  19 18,  a  judgment  was  obtained 
against  the  society  for  a  small  debt,4  which  brought  a  petition  by 
the  society's  trustees  three  days  later  that  a  receiver  be  appointed, 
as  they  had  so  much  tied  up  in  land  improvements  that  the  claim 
could  not  be  met.5  Accordingly,  a  receiver  took  charge  of  the 
assets  until  January  8,  19 19,  when  Judge  Landis  turned  them 
back  to  the  society.6  According  to  information  given  in  February, 
*Ibid. 

2  Sold  on  the  instalment  plan  if  desired.  The  shares  carried  limited  liability  to 
the  holder. 

3  Brief  of  Plaintiff,  Gentle  et  al.  vs.  Parker  et  al.  Circuit  Court  of  Cook  County, 
July  term,  192 1. 

4  H.  W.  Kastor  and  Sons  obtained  a  judgment  for  $238.  (Petition  for  Receiver, 
National  Society  of  Fruitvalers,  Superior  Court  of  Cook  County,  Case  No.  338458, 
August  31,  1918.) 

s  Mr.  Seymour  Stedman,  trustee,  stated  (May,  1923)  that  many  of  Mr.  Parker's 
improvements  were  impractical — such  as  the  building  of  a  $10,000  chicken  coop 
and  the  dredging  of  ponds  at  a  high  cost.  (Meeting,  Woodlawn  Avenue  and  Sixty- 
third  Street,  Chicago.) 

6  Circular  letter  of  Harrison  Parker,  February  1,  19 19. 
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1919,  less  than  $244,000  of  beneficial  interests  were  outstanding 
and  5,000  members  had  contributed  funds  to  the  trust  estate.1 

At  the  close  of  1918,  the  Mid-West  Advertising  Company  had 
been  formed,  owned  by  Mrs.  Harrison  Parker,  its  secretary- 
treasurer,  who  received  a  salary  of  $95  per  day  for  her  services.2 
This  company,  on  January  n,  19 19,  assumed  the  assets  and  the 
obligations  of  the  National  Society  of  Fruitvalers.3  On  the  same 
day,  to  give  the  Fruitvalers  a  fresh  start,  Fruitvale  Consolidated 
First  Mortgage  Six  Per  Cent  Gold  Bonds  of  $50  par  value  were 
offered  to  Fruitvale  certificate  holders  through  the  Mid-West  Ad- 
vertising Company,  for  which  service  the  Advertising  Company 
was  to  receive  $2o,ooo.4  On  February  1,  1919,  Mr.  Parker,  with 
his  customary  enthusiasm,  reported  that  $2,304.39  had  been 
earned  in  the  past  twenty-one  days,  which  rate,  if  continued, 
would  insure  a  15  per  cent  dividend  on  outstanding  certificates.5 
Then,  on  February  14,  1919,  a  circular  letter  was  sent  out  to  all 
certificate  holders,  begging  a  loan  of  $10  to  retire  mortgages  which 
were  in  the  hands  of  unfriendly  bankers  and  to  buy  more  Mich- 
igan land.  Incidentally  these  loans  would  be  applied  toward  the 
purchase  of  one  of  the  newly  issued  bonds.  In  the  same  letter  the 
purchase  of  a  wholesale  house  and  the  opening  of  the  first  chain 
store  was  announced,  heralding  the  rebirth  of  Fruitvale  develop- 
ment.6 

1  Ibid. 

2  Mrs.  Parker  later  wrote:  "I  never  have  been  a  business  woman,  except  as  I 
have  followed  my  husband's  work.  Mr.  Parker  comprehends  the  details.  I  have 
aided  him  in  the  dreaming — the  enthusiasm — necessary  for  the  upbuilding  of  the 
venture."  {Co-operative  Commonwealth,  November  1,  192 1,  p.  2.) 

3  Receiver's  Report,  U.S.  District  Court,  Northern  District  of  Illinois,  Eastern 
Division,  No.  29464,  p.  5. 

4  Ibid.,  p.  5. 

s  Circular  of  Harrison  Parker,  February  1,  19 19. 

6  The  writer  has  no  record  of  this  wholesale  or  chain  store.  If  they  were  started, 
they  did  not  last  until  the  next  circular  appeared. 
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b)  The  rise  of  the  Co-operative  Society  of  America.  —Apparent- 
ly, however,  people  had  become  distrustful  of  the  Fruitvale 
movement  and,  in  apt  conjunction  with  public  sentiment,  on 
February  20,  191 9,  a  new  common  law  trust  was  launched,  called 
the  Co-operative  Society  of  America.  This  organization  was  to 
preserve  in  so  far  as  possible  the  equity  of  the  Fruitvalers  and  to 
convert  the  Fruitvale  Certificates  ($50  par)  into  three  beneficial 
interests  ($25  par)  of  the  new  trust,  provided  a  $50  bond  of  the 
Co-operative  Society  were  purchased.1  To  this  new  trust,  organ- 
ized for  twenty-one  years,  Mrs.  Harrison  Parker  gave  the  title 
to  nine  acres  of  Michigan  land.  She  authorized  the  three  trustees 
— Harrison  Parker,  N.  A.  Hawkenson,  and  John  Coe — to  assume 
control  of  all  assets  of  the  trust  and  to  make  any  bussiness  ar- 
rangements they  saw  fit,  exempting  them  from  any  liability  for 
error  in  judgment.  Their  recompense  was  not  to  exceed  4%  per 
cent  of  the  income  of  the  trust  estate.2  The  trust  was  to  be  al- 
lowed to  place  on  the  market  through  the  Mid- West  Advertising 
Company  400,000  beneficial  interests3  (par  value  $25)  and  a 
$300,000  bond  issue.4  A  contract  entered  into  on  this  same  day 
between  the  trust  estate  and  the  Mid- West  Advertising  Company 
allowed  the  latter  to  deduct  15  per  cent  of  total  sales  as  a  com- 
mission and  to  hold  as  its  property  all  instalment  payments  until 
fully  paid,  paying  on  them  6  per  cent  interest.5  In  addition,  the 
Mid- West  Company  agreed  to  underwrite  any  losses  from  the 
operation  of  the  retail  stores  and  to  reimburse  Mrs.  Harrison 

1  Declaration  of  Trust,  forming  the  Co-operative  Society  of  America.  It  was 
estimated  that  by  July,  1920,  90  per  cent  of  the  Fruitvalers  took  advantage  of  this 
offer.  Circular  of  Harrison  Parker,  July,  1920. 

2  Not  specifying  whether  gross  or  net  income. 

3  Carrying  limited  liability. 

4  Additional  future  bond  issues  might  be  floated.  (Declaration  of  Trust,  Co- 
operative Society  of  America.) 

s  The  rate  was  later  reduced  to  4.5  per  cent,  December  10, 1920. 
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Parker  for  debts  which  she  claimed  to  have  paid  for  the  National 
Society  of  Fruitvalers.1 

With  a  large  and  well-trained  sales  force,  the  Mid- West  Ad- 
vertising Company  put  before  the  people  of  Illinois  and  neighbor- 
ing states  this  new  plan  of  Rochdale  stores — "of  the  people,  by 
the  people,  and  for  the  people."2  As  popular  sentiment  was 
strongly  in  favor  of  co-operation,  the  new  scheme  was  enthusi- 
astically received.  However,  the  Mid- West  Advertising  Company 
found  itself  so  beset  by  creditors  of  the  National  Society  of  Fruit- 
valers that  Mr.  Parker  deemed  it  wise  to  dissolve  the  Mid- West 
Company  and  reorganize  under  the  name  of  the  Great  Western 
Securities  Company,  Mrs.  Parker  again  holding  all  of  the  stock.3 
This  action  was  taken  April  9,  1920,  the  agreement  being  that  the 
new  company  was  to  assume  all  of  the  assets  and  liabilities  of  the 
Mid-West  Company.  Mrs.  Parker  was  retained  at  a  salary  of  $95 
per  day.  The  commission  on  the  sale  of  Co-operative  Society  of 
America  beneficial  interests  was  raised  by  the  new  organization 
to  20  per  cent  and  the  Securities  Company  again  was  to  retain  as 
its  property  all  instalment  payments  until  shares  were  fully  paid.4 

On  April  23,  1919,  the  attorney-general  of  Illinois  questioned 
the  right  to  sell  beneficial  interests  without  complying  with  the 
"Blue  Sky  Laws"  of  Illinois.5  As  a  result,  on  June  3,  191 9,  Mr. 
and  Mrs.  Parker  entered  into  an  agreement  with  the  American 
Trust  and  Loan  Company  of  Detroit,  Michigan,  pledging  as 
security  all  of  the  Michigan  land  except  nine  acres  for  the  $300,000 

1  Receiver's  Report,  No.  29464,  pp.  7-9. 

2  Circular  of  Harrison  Parker,  April,  19 19. 

3  Testimony  later  developed  that  the  Great  Western  Securities  Corporation 
was  started  out  of  the  funds  of  the  Mid-West  Advertising  Company,  Mrs.  Parker 
paying  nothing  for  her  shares.  (Receiver's  Report,  Case  29464,  p.  12.) 

*  Receiver's  Report,  Case  29464,  p.  17. 

s  Later  (September,  192 1)  the  Western  Finance  Company  was  formed  by  the 
Great  Western  Securities  Corporation  to  take  over  the  assets  of  that  concern.  The 
new  organization,  however,  soon  became  inoperative.  (Ibid.,  p.  59.) 
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bond  issue  of  the  Co-operative  Society  of  America,1  and  on  June 
25,  19 1 9,  through  Adolph  Anderson  of  the  Farmers'  State  Bank 
of  Montague,  Michigan,  they  placed  a  junior  mortgage  on  the 
nine  acres  of  Michigan  land  as  security  for  the  beneficial  interests 
(value  at  par,  $10,000,000).  Then,  assuming  the  right  to  stamp 
"Class  A"  on  the  face  of  the  beneficial  interests,  their  sales  pro- 
ceeded rapidly.2 

With  the  psychological  asset  of  the  name,  "Co-operative," 
and  the  term,  "Rochdale,"  coupled  with  a  5  per  cent  purchase 
dividend  on  goods  bought  at  stores  opened  by  the  society,  and 
with  Harrison  Parker  posing  as  a  prophet  of  co-operation,  a 
definite  and  effective  sales  campaign  was  successfully  carried 
through  by  a  trained  sales  force,  reaching  at  its  peak  1,500  men.3 
Inspirational  talks  were  frequently  given  by  Mr.  Parker,  who 
kindled  a  spirit  of  reform  and  enthusiasm  in  many  youths.  Stimu- 
lated by  liberal  commissions,  promises  of  promotion,  and  summer 
outings,  and  armed  with  an  elaborate  kit  which  contained  maga- 
zine articles  favorable  to  the  Co-operative  Society  of  America, 
pictures  of  its  buildings  and  factories,  and  an  exaggerated  life- 
story  of  Harrison  Parker,4  salesmen  canvassed  Illinois,  Indiana, 
Iowa,  Michigan,  Wisconsin,  and  New  York — special  attention 
being  given  to  Cook  County,  Illinois.5  This  territory  was  divided 
into  districts,  based  as  far  as  possible  on  one  of  the  following 

1  Deed  of  Trust,  Edith  S.  Parker  et  at.  to  the  American  Trust  and  Loan  Com- 
pany. 

2  "Class  A"  includes  securities  "the  inherent  qualities  of  which  insure  their  sale 
and  disposition  without  fraud."  (Moulton,  Financial  Organization  of  Society,  p.  198.) 

3  Recruited  in  considerable  measure  from  college-trained  men.  {New  York 
World  [October  16,  192 1],  p.  24.) 

4  Mr.  Parker's  newspaper  career  was  played  up,  one  salesman  claiming  that  he 
was  instructed  to  say  that  Mr.  Parker  had  demanded  a  $1,000,000  a  year  salary 
from  Mr.  Hearst.  {New  York  World  [October,  16  192 1],  p.  24.) 

s  In  order  to  evade  the  "Blue  Sky  Laws"  of  the  several  states,  separate  cor- 
porations were  often  organized,  such  as  the  Wisconsin  Rochdale  Company  (Units  1, 
2,  etc.),  the  Grocery  Co-operative  Association  of  Iowa,  and  the  Michigan  Grocery 
Co-operatives  of  America.  Majority  stock  was  in  all  cases  held  by  the  Co-operative 
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units :  nationality,  religious,  geographical,  or  economic  status.  A 
model  store  was  operated  in  the  loop  district  of  Chicago  which 
prospective  investors  were  invited  to  visit.  Through  solidarity 
fostered  by  social  functions,  inter-unit  competition  was  stimu- 
lated. Impetus  was  gained  by  Mr.  Parker's  entering  the  field  as  a 
candidate  for  governor  of  Illinois  on  a  Co-operative  Party  ticket.1 
Whenever  three  hundred  memberships  were  sold,  a  store  was 
opened. 

By  December,  19 19,  the  sales  plan  was  well  under  way,  7,000 
beneficial  interests  having  been  sold.2  The  society  was,  generally, 
in  high  favor  in  circles  uneducated  in  co-operation.  The  Wheaton 
Progressive  of  December  5,  1919,  commented:  "The  Co-operative 
Society  of  America  follows  in  the  main  the  methods  tried  out  by 
the  seventy  years  of  success  of  the  Rochdale  stores  of  England. 
It  earned  in  its  first  six  months  25  per  cent  on  capital  paid  in, 
and  paid  dividends  of  8  per  cent.  Its  success  is  assured."  Other 
factors  in  this  wild-fire  success  with  the  people  were  the  arbitrary 
gradual  advancement  of  share  valuation  from  $25  to  $753  and 
the  circulation  of  personal  letters  and  a  great  volume  of  well- 
edited  literature — even  going  as  far  as  to  insert  the  name  of  the 
Co-operative  Society  of  America  as  publisher  of  material  written 
by  such  leaders  of  the  co-operative  movement  as  Dr.  J.  P.  War- 
basse,  who  was  bending  every  effort  to  combat  Mr.  Parker's  or- 
ganization.4 So  successful  was  this  sales  campaign  that  in  Decem- 


Society  of  America,  debentures  being  sold  to  the  public.  On  February  5,  1921, 
sales  were  stopped  in  Wisconsin  (Opinion,  Attorney  General  Morgan),  and  on 
June  21,  192 1,  in  Michigan  (Opinion,  Securities  Commission). 

1  Circular,  Co-operative  Society  of  America  (undated). 

2  Letter  of  the  Chicago  Tribune  to  E.  J.  Brundage,  December  17,  1919. 

3  Shares  originally  $25  each,  advancing  gradually  to  $57  in  December,  1920; 
to  $61.50  on  January  3,  1921;  to  $67.50  on  March  14,  1921;  to  $72.50  on  May  2, 
1921;  to  $75  on  June  2,  1921.  The  price  has  since  remained  at  $75. 

4  "The  Consumers'  Co-operative  Movement  in  America"  and  other  publica- 
tions of  the  Co-operative  League  were  reprinted  by  the  Co-operative  Society  of 
America. 
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ber,  1920,  one  hundred  and  twenty-one  retail  stores  had  been 
started  and  the  full  400,000  of  beneficial  interests  sold.1 

With  true  preparedness,  a  trust  deed  had  already  been  ex- 
ecuted (November  4,  1920)  creating  $100,000,000  of  beneficial 
debenture  interests  to  be  sold  to  "provide  capital  for  national  co- 
operation."2 The  assets  of  the  society3  were  placed  as  security  be- 
hind the  issue.  Holders  of  the  beneficial  interests  (par  $25)  were 
allowed  to  turn  in  their  shares  to  obtain,  share  for  share,  beneficial 
debenture  interests  (par  $50).  Shares  were  limited  to  twenty  to  a 
person.  The  holder  had  even  fewer  rights  than  under  the  bene- 
ficial interest  plan,  for  not  only  was  no  voting  power  or  right  to 
an  accounting  granted,  but  legal  action  was  effectively  blocked,4 
and  the  trustees  under  the  trust  deed  were  given  power  to  shift 
the  form  of  organization  as  they  might  see  fit.5  By  January,  1921, 
75,000  people  had  bought  beneficial  interests.6 

The  spring  of  192 1,  however,  brought  the  greatest  expansion 
in  spite  of  the  depression  in  industry.  Industrial  shares  were 
rapidly  declining  while  Mr.  Parker's  beneficial  debenture  interests 
continued  to  mount  in  price,  the  public  being  never  so  anxious 
to  purchase.  On  January  29,  192 1,  Mr.  Parker  pledged  $5,000,000 
to  home-building  in  Chicago.7  On  March  15,  1921,  a  $3,000,000 

1  Dun's  Report  on  the  Co-operative  Society  of  America,  January  3,  1921. 

2  Deed  of  Trust,  securing  the  Beneficial  Debenture  Interests  of  the  Co-opera- 
tive Society  of  America.  Recorded  as  Document  No.  7576660,  Bk.  17757,  p.  333, 
Recorder's  Office,  Cook  County,  111. 

3  Ibid.  The  assets  included  10,000  no  par  value  shares  of  the  Rochdale  Whole- 
sale Company,  the  10,000  acres  of  Michigan  land,  and  all  after-acquired  property. 

4  Except  for  fraud,  no  action  could  be  taken  unless  the  trustees  refused  a  written 
request  of  a  majority  of  holders  of  beneficial  debenture  interests. 

s  Using  this  power,  a  new  common  law  trust,  the  Co-operators  of  America,  was 
created  on  February  17, 1921,  all  of  the  assets  of  the  Co-operative  Society  of  America 
being  turned  over  to  the  new  organization.  This  change  did  not  become  known  to 
the  public,  and  through  court  action  was  not  allowed  to  be  binding.  Seepage  181. 

6  Circular  of  the  Co-operative  Society  of  America,  January,  1921. 

7  Circular  of  the  Co-operative  Society  of  America,  including  Chicago  newspaper 
clipping  of  that  date. 
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warehouse  was  proposed,  to  be  erected  on  the  $220,000  lot  which 
he  had  purchased.1  One  hundred  and  seventy-eight  stores  were 
in  operation  by  the  first  of  June,  192 1,  with  a  target  of  600  by  the 
end  of  the  year.2  The  news  of  this  growth  was  carried  to  members 
by  the  Co-operative  Commonwealth,  "a  weekly  magazine  of  mutual 
help,"  which  used  telling  cartoons,  pictures,  human  interest 
stories,  and  detailed  descriptions  of  the  happenings  in  the  con- 
sumers' co-operative  movement.  At  the  same  time  the  publica- 
tion promoted  the  idea  that  the  society  was  battling  against  the 
severe  opposition  of  selfish  competitors  who  sought  its  destruc- 
tion. 

c)  The  decline  of  the  Co-operative  Society  of  America. — It 
should  not  be  assumed  that  the  Co-operative  Society  of  America 
was  unmolested  in  this  growth,  but  to  quote  Harrison  Parker, 
"Like  the  early  church  of  Christ  the  strength  of  the  persecu- 
tions made  for  strength  in  the  movement."3  Legal  attacks  were 
continually  being  made  by  securities  commissions  and  by  law- 
yers who  were  seeking  fees;  co-operative  and  labor  organiza- 
tions were  becoming  increasingly  outspoken  in  their  opposition; 
internal  dissensions  were  ever  growing,  bringing  many  rumors  to 
public  attention;  bankers  and  credit  agencies  were  marshalling 
facts  about  the  organization,  while  a  sharply  declining  price  level 
was  resulting  in  staggering  losses  which  were  hard  to  conceal. 

But  Mr.  Parker  proved  almost  a  match  for  the  social  and 
economic  pressure  which  was  being  brought  to  bear  on  the  society. 
Sharply  advancing  the  price  of  shares  and  increasing  the  size  of 
his  magazine4  to  bring  confidence,  he  announced  to  the  world  that 
he  had  built  about  the  society  a  series  of  four  "legal  trenches; 
....  and  it  would  take  ten  years  for  a  lawyer  to  get  in  legal  trench 

1  Circular  of  the  Co-operative  Society  of  America  (undated). 

2  Ibid. 

3  Leonard,  Morton  and  Company,  Catalogue,  Fall  and  Winter,  IQ22,  pp.  2  f . 

4  The  Co-operative  Commonwealth. 
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No.  4."1  Even  then  opponents  would  fail.  Also,  as  an  extra  pre- 
caution, he  had  retained  "the  best  lawyers  in  the  United  States."2 

Indeed,  the  society  entered  the  period  of  business  depression 
with  increasing  investments  and,  had  fortune  favored,  it  might 
easily  have  continued  for  years  unchecked.  But  such  was  not  to 
be  the  case;  an  adverse  legal  decision  (which  was  contrary  to  all 
precedent)  brought  the  real  situation  to  light  and  although  the 
"legal  trenches"  stopped  the  onslaught,  publicity  had  closed  most 
of  the  fields  of  expansion.  A  description  of  the  decline  of  the 
movement  follows. 

As  early  as  191 9,  co-operative  organizations  throughout  the 
state  had  been  sending  in  complaints  against  the  use  of  the  name, 
"co-operative,"  in  violation  of  section  22  of  the  Illinois  Act  Pro- 
viding for  the  Incorporation  of  Co-operative  Associations  for 
Pecuniary  Profit.3  As  a  result,  the  attorney  general  of  Illinois 
filed  in  the  Circuit  Court  of  Cook  County  a  brief,  charging  the 
illegal  use  of  the  name,  "co-operative";  also  the  sale  of  beneficial 
interests  in  violation  of  the  Securities  Act  of  191  g.4  On  November 
10,  1920,  the  trustees  of  the  Co-operative  Society  of  America 
filed  a  demurrer  which  was  upheld  by  Judge  Kickham  Scanlan  on 
January  8,  1921,  on  the  ground  that:  (1)  the  Attorney-General 
had  no  right  to  bring  suit  under  the  Act  Providing  for  the  Incor- 
poration of  Co-operative  Associations;  (2)  the  wording  of  the 
Illinois  Securities  Act  rendered  it  inapplicable  to  the  Co-operative 
Society  of  America.  A  case  had  also  been  brought  in  the  Du  Page 
County  Court  on  January  14,  1920,  the  grand  jury  indicting  Mr. 
Parker  for  violating  the  Securities  Act.  This  indictment  was  never 
followed  up.5  In  April,  1920,  an  unsuccessful  attempt  was  made 

1  Circular  of  Harrison  Parker,  August  9,  192 1. 

2  Circular  of  Harrison  Parker,  June  15,  192 1. 

3  Hurd's  Revised  Statutes,  chap.  32,  sec.  254. 

4  Mentioned  in  the  brief  of  the  Plaintiff,  Gentle  vs.  Parker. 

s  Dun's  Report  on  the  Co-operative  Society  of  America,  January  3,  1921. 
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in  the  Superior  Court  of  Cook  County  to  restrain  Harrison  Parker 
from  using  the  Co-operative  Society  funds  and  equipment  to 
farther  his  campaign  for  governor  of  Illinois.1  In  the  same  month 
a  suit  was  also  brought  in  which  subscribers  for  beneficial  inter- 
ests asked  for  an  accounting.2  This  suit  was,  however,  dismissed 
for  want  of  equity. 

Since  legal  action  was  ineffective,  the  Attorney  General  of 
Illinois,  on  March  14,  192 1,  sent  George  A.  Ruths  to  look  over  the 
affairs  of  the  Co-operative  Society  of  America.  He  returned  with 
the  meager  information  that  shares  were  selling  for  $67.50  each  on 
a  20  per  cent  first  payment  basis —bearing  4  per  cent  interest — 
and  that  the  society  was  planning  to  pay  9  per  cent  interest  for 
192 1.3  The  next  step  was  for  the  Attorney  General  to  bring  pres- 
sure on  the  state  legislature  to  change  the  Blue  Sky  Law. 

Labor  organizations  were  constantly  bringing  pressure  to  bear 
against  the  Co-operative  Society  of  America,  the  president  of  the 
Illinois  State  Federation  of  Labor  calling  it  "a  fraud  on  its  face." 
The  Chicago  Federation  of  Labor,  after  investigation,  advised  its 
members  not  to  invest,4  publishing  a  series  of  articles  in  the  New 
Majority  which  exposed  the  character  of  the  Co-operative 
Society  of  America  in  no  uncertain  terms.  Coupled  with  this, 
the  National  Co-operative  Association,  operating  in  the  Chicago 
district,  used  every  effort  to  hamper  the  agents  of  Mr.  Parker. 

In  combating  the  opposition  of  organized  labor,  several  meth- 
ods were  used  by  the  Co-operative  Society  of  America.  Leaders  in 
the  trade  union  movement  were  urged  to  accept  employment  as 
agents.5  In  October,  1920,  Mr.  Parker  agreed  to  pay  all  the  debts 

1  Ibid. 

2  Case  No.  353991,  Superior  Court  of  Cook  County,  April  28,  1920. 

3  Affidavit  of  George  A.  Ruths,  March  14,  192 1. 

4  "Report  of  Co-operative  Committee,  Chicago  Federation  of  Labor."  The 
New  Majority,  November  13,  1920. 

s  Michael  ("Umbrella  Mike")  Boyle,  H.  H.  Broach,  and  Parker  H.  Sercombe 
were  among  the  unionists  accepting  tempting  offers  of  the  Co-operative  Society. 
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and  reimburse  the  shareholders  in  the  National  Co-operative  As- 
sociation, which  was  then  in  a  precarious  position.1  On  April  24, 
1921,  the  sales  agency  for  the  Co-operative  Society  of  America 
offered  to  pay  the  New  Majority  regular  advertising  rates  for  all 
space  devoted  to  opposing  the  policies  of  Mr.  Parker,  claiming 
that  unionists  had  so  lost  confidence  in  the  Chicago  Federation  of 
Labor  that  "every  knock  was  a  boost."2  In  all,  7,000  unionists 
joined  the  Co-operative  Society  of  America  during  the  aggressive 
sales  campaign. 

In  June,  192 1,  the  Gentle  vs.  Parker  case  was  brought  before 
the  Circuit  Court  of  Cook  County  by  Attorneys  Henry  M. 
Ash  ton  and  David  K.  Tone,  who  charged  that,  "The  operation 
of  the  grocery  stores  was  a  mere  cloak  to  conceal  the  fraudulent 
designs  and  purposes  of  the  said  Harrison  Parker";  that  the  Great 
Western  Securities  Company  was  being  operated  to  sap  the  funds 
of  the  Co-operative  Society  of  America;  that  Mr.  Parker  had  been 
adjudicated  a  bankrupt  in  May  of  192 1 ;  and  that  Mr.  Parker  and 
Mr.  Coe  were  irresponsible  and  inefficient.  The  one  hundred  and 
ninety  grocery  stores  (which  should  each  be  selling  $1,000  weekly 
to  be  successful)  were  claimed  to  have  sales  of  only  $475  a  week 
and  to  sell  at  prices  from  2  to  16  per  cent  above  market  price, 
even  considering  the  5  per  cent  purchase  return.  Store  managers 
drew  salaries  of  $30  per  week,  it  was  stated,  while  the  president, 
buyer,  and  director  of  the  stores,  who  had  little  or  no  experience, 
received  salaries  ranging  from  $10,000  to  $20,000  per  year. 
These  beliefs,  coupled  with  alleged  inefficiencies  of  the  central 
office,  led  the  plaintiffs  to  ask  that  the  Co-operative  Society  of 
America  be  adjudicated  bankrupt  and  that  a  receiver  be  ap- 
pointed. The  case  was  dismissed  in  the  middle  of  August,  192 1, 
by  Judge  Fisher.3  A  few  days  later  a  similar  suit  was  brought  in 

1  Open  letter  of  Parker  H.  Sercombe,  March  30,  192 1. 

2  Letter  of  Edward  Miller  to  the  New  Majority,  April  24,  192 1. 

3  Co-operative  Commonwealth  (September  17,  1921),  Vol.  Ill,  No.  1. 
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the  United  States  District  Court1  by  soliciting  some  Indiana 
negroes,2  who  later  swore  that  they  did  not  know  what  it  was  all 
about.  This  suit  was  dismissed  on  September  28,  1921,  with  the 
severe  censure  of  the  plaintiffs  by  the  Court.3 

Throughout  this  time  Mr.  Parker  maintained  the  belief 
(ostensibly  at  least)  which  he  expressed  in  a  note  to  the  attorney 
general:  "Everybody  is  talking  co-operative  theory.  We  are  do- 
ing it  in  the  only  way  the  laws  will  allow.  We  will  give  a  fee  of 
$2,000  to  the  lawyer  who  can  show  us  any  other  way  which  is 
legal  in  Illinois."4 

On  August  3,  192 1,  Blum,  Wolfson,  and  Blum,  attorneys,  had 
entered  a  case  before  Judge  Landis  of  the  United  States  District 
Court,  asking  that  the  Co-operative  Society  of  America  be  ad- 
judicated a  bankrupt  on  the  ground  of  deliberate  concealment  of 
assets  for  the  purpose  of  defrauding  creditors.5  Judge  Landis  re- 
fused to  hear  the  complaint,  saying  that  he  was  prejudiced,  be- 
lieving that  the  Co-operative  Society  of  America  was  "unclean." 
He,  however,  on  August  10,  1921,  ordered  the  stopping  of  the 
sale  of  all  beneficial  interests.6  Judge  Evans  took  the  case  and  on 
September  9,  1921,  the  matter  was  referred  to  a  special  master7 
who,  on  September  29,  192 1,  recommended  the  appointment  of  a 

1  For  the  Northern  District  of  Illinois,  Eastern  Division. 

2  The  attorneys  went  into  northern  Indiana  and  were  able  to  find  a  number  of 
negro  holders  of  beneficial  interests  who  would  put  their  signatures  to  documents 
prepared  for  the  suit. 

3  Decision  of  Judge  Evans,  A .  R.  Johnson  et  al.  vs.  Harrison  Parker  et  al.,  U.S. 
District  Court,  Northern  District  of  Illinois,  Eastern  Division. 

4  Undated  pencil  note,  signed  by  Harrison  Parker,  written  on  a  page  of  Holy- 
oake's  History  of  the  Rochdale  Pioneers,  which  was  sent  to  the  attorney  general. 

s  Case  No.  29464,  U.S.  District  Court,  Northern  District  of  Illinois,  Eastern 
Division. 

6  This  order  was  unnecessary  as  far  as  Illinois  was  concerned,  as  the  Blue  Sky 
Law  of  Illinois  was  amended  to  stop  the  sale  of  beneficial  interests,  effective  July  1, 
1921. 

7  C.  B.  Morrison. 
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receiver.  Unbelievable  as  it  may  seem,  Judge  Evans  ruled  that 
members  of  the  trust  estate  were  creditors  and  appointed  the 
Central  Trust  Company  as  receiver  on  October  17,  1921.1 

The  attorneys  for  the  Co-operative  Society  of  America  had 
already  (September  19,  1921)  carried  the  case  into  the  United 
States  Circuit  Court  of  Appeals,  urging  a  "speedy  and  careful 
consideration"  of  their  contention  that  a  special  master  should  not 
have  been  appointed  and  that  the  petition  in  bankruptcy  should 
have  been  found  insufficient.  Furthermore,  they  stated  that  com- 
mon law  trusts  were  not  subject  to  the  bankruptcy  law  and  that, 
in  any  event,  holders  of  beneficial  interests  were  not  creditors.2 
As  a  result,  the  United  States  Circuit  Court  of  Appeals  on 
December  28,  1921,  reversed  Judge  Evans'  decision.  They  held 
the  original  petition  insufficient,  showing  neither  that  the  de- 
fendants were  subject  to  adjudication,  nor  the  capacity  of  the 
petitioners  as  creditors;  also  an  alleged  act  of  bankruptcy  should 
not  have  been  referred  to  a  master  before  the  judge  determined 
the  issue  presented  by  the  pleadings.  However,  the  Circuit  Court 
allowed  the  petitioners  to  file  an  amended  complaint.3 

In  the  meantime,  however,  the  records  of  the  society  had  been 
bared  by  the  receiver,  revealing  a  tangle  of  finance,  unequaled 
in  recent  years.  As  described  by  the  receiver: 

The  Co-operative  Society  of  America  had  as  its  only  free  asset  about 
sixteen  dollars  in  bank;  it  was  indebted  to  the  Great  Western  Securities 
Corporation  in  the  sum  of  $1,758,478.20  on  its  promissory  notes;  the  securi- 
ties of  the  trust  (The  Co-operative  Society  of  America)  transferred  to  still 
other  trusts  (the  trustees  under  the  trust  deed,4  and  the  Co-operators  of 
America5)  were  in  the  hands  of  the  Great  Western  Securities  Corporation 
as  collateral  for  the  loan.  That  company,  the  beneficiary  of  all  the  aforesaid 

1  Case  No.  29464,  Decision  of  October  17,  1921. 

2  Case  No.  3403,  U.S.  Circuit  Court  of  Appeals,  Seventh  Circuit.  Petition  to 
Review  and  Revise. 

3  Case  No.  3043,  Decision  of  December  28,  1921. 

4  Securing  beneficial  debenture  interests.  See  p.  175.  sSeep.  175. 
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contracts  and  arrangements  with  its  past  rewards  and  hope  for  future  gain 
from  defaulting  beneficial  interest  subscribers,  is  owned  by  Edith  S.  (Mrs. 
Harrison)  Parker,  and  her  kin,  Charles  C.  Higgins,  neither  of  whom  paid 
anything  for  their  stock.1 

Indeed,  three  types  of  company  were  being  operated:  (a)  the 
security- selling  concerns  owned  by  Mrs.  Harrison  Parker;  (b) 
the  common  law  trusts  as  control  units;  and  (c)  the  subsidiary 
operating  corporations.  The  relationship  between  these  three 
types  of  organization  was  in  itself  complex  with  interlocking 
officials  and  numerous  contracts.  And  not  only  did  complexity  of 
this  sort  exist;  one  organization  also  frequently  took  over  the 
assets  of  another,  leaving  it  difficult  to  determine  the  true  condi- 
tion. 

The  receiver's  work  was  further  hampered  when  the  books  of 
the  first  stock-selling  corporation2  were  not  produced,  Mr.  Parker 
claiming  that  they  had  been  lost.3  Mrs.  Parker  had  purposely 
left  town  and  but  few  of  the  securities  of  the  society  were  avail- 
able, although  a  search  was  made  of  the  half-dozen  safe  deposit 
boxes  maintained  by  the  Parkers  in  Chicago  and  New  York.  After 
continued  pressure,  Mr.  Parker  mysteriously  discovered  a  parcel- 
room  check  of  the  LaSalle  Street  Station,  Chicago,  which  proved 
to  have  been  issued  for  a  satchel  containing  the  bulk  of  the  miss- 
ing securities.4  A  few  days  later,  an  unknown  person  left  the 
rest  at  Mr.  Parker's  club  at  an  early  morning  hour.5  But  the 
greatest  difficulty  was  in  obtaining  facts  from  the  officials  of  the 
society.  Mr.  Parker  was  repeatedly  evasive,  giving  one  explana- 
tion at  one  time  and  denying  it  the  next.6 

The  following  description  of  the  handling  of  the  society's  fi- 
nances will  trace  the  funds  from  the  stock-selling  companies 


1  Receiver's  Report,  Case  29464,  p.  92. 

2  The  Mid- West  Advertising  Company. 

t  Receiver's  Report,  Case  No.  29464,  p.  14. 


4  Ibid.,  p.  53.  s  Ibid.,  p.  57.  6  Ibid.,  pp.  86-88. 
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through  the  Co-operative  Society  of  America  to  the  subsidiary 
operating  corporations  in  which  but  a  portion  of  the  paid-in 
capital  was  ever  invested. 

The  Great  Western  Securities  Corporation  had  received  sub- 
scriptions for  $28,332,089.46,  of  which  $11,337,965.95  had  been 
paid  in,  in  cash  or  Liberty  Bonds.1  Deducting  $5,343,679.75  (or 
nearly  half  of  the  paid-in  subscriptions)  as  the  selling  commission 
of  the  Securities  Corporation  left  $5,994,286.20  due  the  Co- 
operative Society  of  America.  Of  this  amount,  $2,621,297.20  had 
been  turned  over  to  the  society,  being  the  total  received  from  sub- 
scribers whose  shares  were  fully  paid.  The  Great  Western  Se- 
curities Corporation,  holding  as  its  property  (until  fully  paid)  all 
instalment  balances,  retained  $3,373,005.  Out  of  this  sum,  a  7 
per  cent  loan  had  been  made  the  Co-operative  Society  of  America 
to  the  amount  of  $1, 758,478.2c2  As  a  trustee  for  the  remaining  in- 
stalment balances,  the  Securities  Corporation,  in  its  investments, 
should  have  been  conservative.  Instead,  the  condition  found  by 
the  receiver  was  reflected  in  the  balance  sheet  shown  in  Table 
XIII. 

Of  the  assets  listed  above,  less  than  $400,000  represented  real 
values,3  indicating  that  either  large  losses  had  been  incurred  or 
accounting  entries  had  wiped  out  a  considerable  share  of  the 
equities  of  holders  of  beneficial  interests  of  the  Co-operative  So- 
ciety of  America  (who  were  unaware  of  the  society's  contract  with 
the  Great  Western  Securities  Corporation).  Evidence  appears  to 
indicate  that  the  deficiency  was  chiefly  due  to  the  latter  account. 

1  Liberty  Bonds  had  been  received  at  par  to  the  amount  of  $3,224,250. 

2  The  balance  due  the  Co-operative  Society  of  America  would  total  $1,614,- 
526.80. 

3  The  accounts  receivable  were  found  by  the  receiver  to  be  practically  worthless; 
the  Fruitvale  securities  were  those  of  a  defunct  common  law  trust,  while  the 
Michigan  land  was  considerably  over  valued.  Mrs.  Parker  was  owed  $168,267.32, 
leaving  less  than  $400,000  to  apply  on  the  net  balance,  $1,614,526.80,  owed  the  Co- 
operative Society  of  America.  (Receiver's  Report,  pp.  18,  19.) 
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Certificates  of  the  National  Society  of  Fruitvalers  had  been 
turned  in  by  Mr.  and  Mrs.  Harrison  Parker  and  T.  G.  Parker 

TABLE  XIII 

Great  Western  Securities  Corporation  Financial  Statement 
as  or  September  30,  192 1* 

Assets 

Cash $      21,000.00 

Liberty  Bonds 19,050.00 

Accounts  receivable 447 , 356. 97 

Notes  receivable: 

Co-operative  Society  of  America 1,758,478.  20 

Amboy  Products  Co 50 ,  000 .  00 

R.  Thompson 5 ,  000 .  00 

D.  Rosenheim 2 ,  500. 00 

Securities: 

City  State  Bank 32>577-84 

Randolph  Bldg.  Co 31 ,000. 00 

National  Society  of  Fruitvalers 1 , 776,600.00 

Michigan  land 281 ,  957 .  77 

$4,255,520.78 

Liabilities 

Due  Co-operative  Society  of  America  on  instalment 

sales $3,050,268.86 

Due  Co-operative  Society  of  America  on  Rochdale 
Wholesale  Co.  loss. 322 ,  738. 14 

Due  Mrs.  Harrison  Parker  for  National  Society  of 

Fruitvalers  debts 168, 267. 32 

Capital  stock 50,000.00 

Surplus 834, 246.46 

$4,255,520.78 
*  Figures  from  Receiver's  Report,  Case  No.  2Q464,  pp.  18-19 

to  the  extent  of  $1,776,600/  which  together  with  an  ever  con- 
tinuing burden  of  Fruitvale  Society  debts  (for  which  the  Securities 

1  Ibid.  For  statement  of  amount  of  Fruitvale  certificates  legitimately  issued, 
see  p.  170. 
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Company  had  assumed  liability1),  allowed  Mrs.  Parker  to  gain 
control  of  a  considerable  portion  of  the  assets.2 

Looked  at  in  another  way,  the  Great  Western  Securities 
Corporation  was  in  a  position  to  dominate  the  Co-operative  So- 
ciety of  America  and  drain  it  of  most  of  the  remaining  assets,  for 
(1)  The  Securities  Corporation  held  7  per  cent  notes  of  the  society 
for  $1,758,478.20  secured  by  most  of  its  properties,  not  one  of 
which  was  paying  a  dividend;3  (2)  the  $1,776,600  of  Fruitvale 
certificates  held  by  the  Great  Western  Securities  Corporation 
were  redeemable  at  150  per  cent  of  their  par  value  into  bene- 
ficial interests  of  the  Co-operative  Society  of  America  and  so 
would  represent  a  liability  of  $2,664,900  of  the  Co-operative 
Society  of  America.4 

Even  those  assets  which  reached  the  Co-operative  Society  of 
America  were  not  all  accounted  for.  The  Great  Western  Securi- 
ties Corporation  had  turned  over  to  the  society  $4,379,757.40.  In 
October,  1921,  the  receiver  found  the  assets  of  the  Co-operative 
Society  of  America  (at  purchase  price)  to  be  $3,736,172.67,  leav- 
ing $643,584,73  to  be  explained.5  The  disposition  of  this  sum  is 
not  shown,  and  it  is  hardly  conceivable  that  the  overhead  expense 
of  the  society  would  account  for  it  as  the  Great  Western  Securities 
Corporation  paid  the  expenses  of  the  trustees,6  detectives,7  and 
attorneys,8  as  well  as  the  sales  force.  The  subsidiary  operating 

JMrs.  Parker  had  taken  $242,800  for  reimbursement  on  Fruitvale  debts 
claimed  to  have  been  paid  by  her.  {Receiver's  Report,  p.  56;  also  see  p.  172.) 

2  A  later  suit  against  Harrison  Parker  (May,  1924)  stated  that  in  addition  to 
the  foregoing,  $683,122.50  was  unaccounted  for  on  the  books  of  the  Great  Western 
Securities  Corporation.  (Stedman  vs.  Parker,  Case  No.  402834,  Superior  Court, 
Cook  County,  Illinois.) 

*  Receiver's  Report,  p.  22.  *Ibid.}  p.  20.  s  Ibid.,  p.  22. 

6  Mr.  Parker  had  received  "for  extraordinary  services,"  $18,000.  Ibid.,  p.  69. 

'During  August  and  September,  1921,  $16,797.75  was  paid  to  detectives  by 
the  Securities  Corporation.  Receiver's  Report,  p.  77. 

8  Attorneys'  fees  to  the  amount  of  $36,000  had  been  paid  by  the  Great  Western 
Securities  Corporation  up  to  the  time  of  the  receivership.  Ibid.,  pp.  68-69. 
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companies  carried  their  own  staffs,  amounts  disbursed  to  them 
being  included  in  the  investment  figure.  No  clear  evidence  is  de- 
veloped on  this  point.1 

A  summary  (Table  XIV)  traces  the  history  of  each  of  the  Co- 
operative Society  of  America  projects,  showing  the  date  of  in- 
vestment, the  amount  invested,  the  business  conducted,  the 
losses  incurred,  and  the  disposal.  In  each  case,  sufficient  shares 
were  held  to  allow  the  society  to  control  the  subsidiary. 

In  Table  XIV  are  shown  the  diversified  businesses  of  the  Co- 
operative Society  of  America,  starting  with  the  retailing  and 
wholesaling  of  groceries  and  spreading  rapidly  into  banking,  in- 
surance, and  manufacturing,  and  later  to  the  operation  of  a  mail 
order  house.  Although  complete  data  are  not  abailable,  losses 
were  large  for  most  of  the  subsidiaries.  The  activities  in  the  vari- 
ous fields  may  be  summarized  as  follows: 

Grocery  stores. — The  establishment  of  the  grocery  business  was 
placed  in  the  hands  of  the  Rochdale  Wholesale  Company,  a  sub- 
sidiary. Into  this  organization  the  society  turned  $1,617,111  of 
its  funds,  allowing  the  Rochdale  Company  to  buy  extensive  hold- 
ings of  property  and  to  set  up  one  hundred  and  ninety  chain  stores 
in  Chicago  and  vicinity.2  The  wholesale  company  and  the  stores 
were  poorly  managed  which,  together  with  the  sharp  drop  in 
prices  in  1920-21  and  the  keen  competition,  brought  losses  from 
operations  totaling  $451,839.  In  October,  1921,  the  grocery  busi- 
ness was  sold  to  the  National  Tea  Company  at  a  figure  which 
added  more  than  $350,000  to  the  amount  lost  in  the  grocery 
enterprises.3 

1 A  suit  brought  against  Harrison  Parker  by  his  successors  in  May,  1924, 
charges  that  large  personal  expenses  were  taken  out  of  the  assets  of  the  society  and 
that  the  society  had  guaranteed  without  consideration  notes  of  the  Fruitvalers  for 
$250,131.18.  (Stedman  et  al.  vs.  Parker  et  al.,  Superior  Court  of  Cook  County, 
Illinois,  Case  No.  402,834,  Plaintiffs'  Brief.) 

2  The  Rochdale  Wholesale  Company  was  also  a  holding  company,  controlling 
the  Amboy  Products  Company  and  the  Rochdale  Fixture  Company. 

^  The  exact  sale  figure  has  not  yet  been  disclosed.  The  Receiver's  estimate  was 
about  $817,000.  Receiver's  Preliminary  Report,  Case  No.  20464,  p.  36. 
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Food  products  companies. — At  the  close  of  its  period  of  ex- 
pansion in  October,  1921,  the  society  owned  the  controlling  in- 
terest in  the  following  food  products  companies:  the  Troy  Milk 
Products  Company,  with  an  investment  of  $478,252  ;x  the  Wiscon- 
sin Pea  Canners  Association,  in  which  $605,000  was  invested; 
the  Allied  Food  Products  Company,  which  was  purchased  from 
Montgomery- Ward  and  Company  for  $205,000  and  which,  with 
loans  of  $50,000,  represented  a  total  investment  of  $255,000;  and 
the  Lakeside  Packing  Company,  with  an  interest  of  $50,000. 

Banks. — The  majority  stock  of  the  City  State  Bank  of  Chi- 
cago was  purchased  in  May,  192 1,  the  amount  invested  being, 
on  October  1,  1921,  $184,252.  The  society  also  held  a  $15,000 
interest  in  the  Muskegon  Trust  Company. 

Life  insurance. — In  order  to  stimulate  the  purchase  of  inter- 
ests in  the  society,  an  insurance  plan  was  put  in  operation  in 
September,  192 1.  Under  this  plan,  free  life  insurance  to  the 
amount  of  $1,000  was  to  be  given  for  a  period  of  one  year  to  each 
purchaser  of  beneficial  interests  between  the  ages  of  fifteen  and 
sixty.  No  medical  examination  was  required.  It  was  first  planned 
to  set  up  the  Rochdale  Insurance  Company  to  do  the  insurance 
work  for  the  society,  but  after  investing  $12,500  for  this  purpose, 
it  was  deemed  advisable  to  buy  the  People's  Life  Insurance  Com- 
pany, a  going  concern,  in  which  a  total  of  $188,718  was  invested. 
This  company  also  continued  its  regular  insurance  business. 

Buildings  and  land.- — The  society  purchased,  in  January,  192 1, 
the  seventeen-story  Peoples'  Life  Building,  located  at  130  North 
Wells  Street,  Chicago,  by  buying  most  of  the  shares  of  the 
Randolph  Building  Corporation,  a  subsidiary  of  the  People's  Life 
Insurance  Company.  The  equity  of  the  society  was  $320,129  in 
October,  1921,  a  large  mortgage  having  been  assumed. 

Miscellaneous  investments. — The  society,  through  the  Roch- 
dale Wholesale  Company,  advanced  approximately  $107,000  to 

1  The  Troy  Milk  Products  Company  owned  the  Merton  Dairy  Company. 
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the  Basket  Stores  Company  of  Omaha,  receiving  as  security  the 
majority  stock  of  that  company.  As  the  Basket  Stores  Company 
went  into  bankruptcy  in  November,  1921,  this  appears  to  have 
been  a  doubtful  asset.  The  society  lent  $351,150  to  Mr.  Parker's 
friends  on  their  personal  notes. 

A  balance  sheet,  Table  XV,  shows  the  condition  of  the  society 
as  of  October  1,  192 1.1  This  statement  indicates  a  deficit  in  excess 
of  $8,600,000  while  counting  the  assets  as  they  appeared  on  the 
books  of  the  society.  Adding  the  $800,000  lost  by  the  retail  stores 
and  the  $351,150  of  doubtful  accounts  would  bring  the  total 
deficit  to  $9,751,150  at  the  time  of  the  receiver's  preliminary  re- 
port of  December  17,  1921. 

The  period  following,  up  to  April,  1922,  is  an  enigma.  The  re- 
ceiver had  uncovered  a  condition  of  apparent  fraud  and  had 
started  a  detailed  investigation.  Indictments  had  been  brought  in 
the  Criminal  Court  charging  Harrison  Parker  with  perjury  in  his 
attempt  to  explain  away  the  losses.  Soon  came  a  strange  shift  in 
sentiment.  The  Central  Trust  Company  no  longer  carried  on  its 
penetrating  search  into  the  society's  financial  condition  and  efforts 
at  compromise  were  under  way.  An  agreement  was  speedily 
reached  between  the  society,  the  petitioners,  and  the  receivers 
and  all  concerned  gathered  in  Judge  Evans'  office  on  March  4, 
1922,  to  sign  stipulations  for  dismissal.2 

The  terms  of  settlement  included:  (1)  That  the  complainants 
be  paid  fifty  cents  on  the  dollar  for  their  beneficial  interests;  (2) 
that  the  Great  Western  Securities  Corporation  become  a  sub- 
sidiary of  the  Co-operative  Society  of  America;  (3)  that  the  Court 
appoint  successors  as  trustees  for  N.  A.  Hawkenson  and  John 

1  The  figures  are  only  approximate,  as  a  complete  final  report  of  the  receiver 
was  not  on  file.  The  amount  of  cash  on  hand  is  not  at  present  (1923)  available, 
but  would  probably  change  the  result  but  little. 

2  Included  in  the  settlement  were  a  number  of  beneficial  interest  holders  who 
had  brought  a  complaint  in  equity  against  the  society.  (Timko  vs.  Parker,  Case 
No.  2448,  U.S.  District  Court,  Northern  District,  Illinois,  Eastern  Division.) 
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Coe;  (4)  that  the  society  pay  out  of  its  assets  all  the  attorneys' 
fees  and  receivership  costs,  including:    complainants'  attorneys, 

TABLE  XV 

The  Co-operative  Society  of  America 
Balance  Sheet,  October  i,  1921 

Assets 

Rochdale  Wholesale  Company $  1 , 617 ,  in . 97 

People's  Life  Insurance  Company 188, 718. 41 

Troy  Milk  Products  Company 478, 252 . 84 

Amboy  Products  Company 500 .  00 

Randolph  Building  Corporation 320,029. 96 

Rochdale  Insurance  Company 12 , 500. 00 

Muskegon  Trust  Company 15,000.00 

Wisconsin  Pea  Canners  Association 605 ,  961 .  65 

Allied  Food  Products  Company 255,000.00 

City  State  Bank 184,252.84 

Lakeside  Packing  Company 50,000.00 

Notes  receivable 351 ,150.00 

Unpaid  subscriptions 16, 994, 123 .  51 

Due  from  Great  Western  Securities  Corporation 

on  subscription  instalments 3 ,050, 268 . 86 

Deficit 8,632,597.62 

132,755,467.66 

Liabilities 

Beneficial  Interests  subscribed $28,332,089.46 

Liability  to  holders  of  certificates  of  National 

Society  of  Fruitvalers 2 ,664,900. 00 

Notes  payable  to  Great  Western  Securities  Cor- 
poration        1,758,478.20 

$32,755,467.66 

$19,500;  receiver's  fees  and  costs,  $21,888.80;  receiver's  at- 
torney's fees,  $41,250;  Master's  fees,  $705;  court  costs,  $1,000; 
(5)  that  the  property  of  the  Co-operative  Society  of  America  be 
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turned  back  to  Harrison  Parker  and  the  two  new  trustees,  all  of 
the  complainants  agreeing  not  to  appeal  from  the  settlement.1 

On  March  10,  1922,  Judge  Evans  entered  the  stipulations  in 
concurrent  decisions  in  the  two  cases,2  appointing  Abel  Davis  and 
Seymour  Stedman  to  take  the  places  of  the  two  resigning  trustees. 
Harrison  Parker,  the  chief  controller  of  the  trust  estate,  curiously 
remained  as  chief  trustee.  Trustee  Abel  Davis,  a  prominent  Chi- 
cago banker,  promptly  resigned,3  his  place  being  rilled  by  George 
H.  Wilkins.4  Thus  the  society  emerged,  stripped  of  many  of  its 
assets  by  attorneys'  fees  and  court  costs.  The  stores  had  been 
sold  and,  through  glaring  publicity  by  Chicago  and  New  York 
newspapers,  considerable  confidence  had  been  lost. 

The  decision  of  March  10,  1922,  did  not,  however,  close  the 
legal  difficulties  of  the  Co-operative  Society  of  America.  On  April 
28,  1922,  Frank  Hoskins5  became  an  intervening  petitioner  in  the 
Frank  Timko  case  (No.  2448),  seeking  to  have  Judge  Evans' 
decision  reversed.  His  petition  was  denied  by  the  United  States 
District  Court  on  May  4,  1922,  and  the  case  was  then  taken  to  the 
United  States  Circuit  Court  of  Appeals.6  There,  Attorney  Parke 
Longworth  riled  a  brief  on  March  10,  1923,  stating  in  no  uncer- 
tain terms7  that  Judge  Evans  "was  no  more  than  a  common 

1  Stipulations  signed  March  4,  1922,  Cases  No.  29464  and  No.  2448. 

2  Decisions  of  Judge  Evans,  Cases  No.  29464  and  No.  2448,  March  10,  1922. 

3  Mr.  Davis  stated  that  his  ideas  of  banking  and  business  were  not  in  accord 
with  those  of  the  other  trustees. 

4  Mr.  Wilkins  had  been  the  auditor  hired  by  the  Central  Trust  Company  to  go 
over  the  Co-operative  Society's  books. 

s  Mr.  Hoskins  had  been  a  paid  organizer  of  courtroom  demonstrations  for 
Harrison  Parker  during  the  early  months  of  the  Bankruptcy  Case,  forming  clubs, 
editing  a  magazine,  and  distributing  circulars.  (Statement  of  Frank  Hoskins,  May 
20,  1923.)  He  turned  against  Mr.  Parker  after  the  decision  of  March  10,  1922. 

6  Case  No.  3235,  Seventh  Circuit. 

7  "It  is  the  first  time  in  the  history  of  American  jurisprudence  where  trustees, 
that  had  looted  a  large  trust  estate  ....  of  $2,000,000  formed  a  conspiracy  to 
further  loot  the  estate  of  another  $1,000,000  and  put  it  in  writing,  got  the  judge  to 
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thief,"1  that  the  Central  Trust  Company  was  corrupt,2  and  that 
Harrison  Parker  was  a  scoundrel  who  had  "looted  a  trust  estate."3 
On  April  20,  1923,  the  Judiciary  Committee  of  the  Chicago  Bar 
Association  filed  a  petition,  which  was  granted,  asking  that  the 
brief  be  stricken  from  the  files,  and  that  Parke  Longworth  be  dis- 
barred. The  appellant,  Frank  Hoskins,  countered  by  moving  (un- 
successfully) on  May  28,  1923,  that  the  Chicago  Bar  Association 
be  disbarred  for  "deliberately  mis-representing  the  purposes  why 
they  appeared  before  the  court  ....  as  a  part  of  a  conspiracy  to 
cover  up  the  embezzlements  of  the  Parkers."  The  appeal  case 
was  finally  lost  by  Mr.  Hoskins  and  his  small  circle  of  petitioning 
members.4 

d)  The  revival  of  the  Co-operative  Society  of  America. — In  Mr. 
Parker's  true  form,  little  time  was  lost  after  the  court  settle- 
ment in  launching  a  new  "co-operative"  enterprise.  Before  June, 
1922,  the  Leonard-Morton  mail  order  house  (handling  wearing 
apparel)  was  purchased  from  the  Byllesby  and  Kastor  interests 
for  $750,000,  which  sum  was  raised  by  pledging  the  stock  of  the 
society's  creameries  and  canneries  as  collateral.5  Again  the  same 
advertising  methods  appeared.  A  striking  catalogue  was  pub- 
lished in  which  appeared  the  frequent  use  of  the  term,  "co-opera- 
tion," and  the  motto,  "All  for  each  and  each  for  all";  numerous 
pictures  of  Mr.  Parker  "at  work  for  the  people,"6  calling  him  the 
"founder  of  consumers'  co-operatives  in  America";7  colored 
plates  of  the  Co-operative  Society's  assets;8  and  the  inclosure  of  a 


approve  it,  and  then  to  suppress  the  papers."  (Parke  Longworth  Brief,  Case  No. 
3235,  p.  2.) 

1  Ibid.,  p.  30.  2  Ibid.,  p.  13.  3  Ibid.,  p.  19. 

4  This  group  has  organized  clubs,  calling  themselves,  "The  Iron  Brigade." 
They  now  operate  a  retail  store.  Statement  of  Frank  Hoskins,  November,  1924. 

s  Dun's  Reports,  October  29,  1922.  Also  statement  of  Seymour  Stedman,  Trus- 
tee, June  4,  1923. 

6  Cover,  Fall  and  Winter  Catalogue;  also  pp.  28  and  224. 

7  Ibid.,  Cover  design.  8  Ibid.,  Cover,  pp.  2c,  2e,  2/,  2g. 


194     CONSUMERS'  CO-OPERATIVE  MOVEMENT  IN  ILLINOIS 

sample  "Beneficial  Interest"  which  was  to  be  paid  for  at  $75  from 
the  accumulation  of  5  per  cent  purchase  dividends  on  goods 
bought  from  Leonard-Morton.1  Letters  of  indorsement  also  were 
used.2 

At  the  same  time  the  sale  of  beneficial  interests  (at  $75  each) 
was  resumed  through  a  newly  organized  sales  corporation,  "The 
Association  of  Co-operators  in  America."3  To  vary  the  list  of 
offerings,  a  campaign  was  launched  to  sell  "Leonard-Morton 
Certificates"  to  be  substituted  for  the  unpaid  balances  on  Co- 
operative Society  of  America  beneficial  interests.  The  alluring 
terms  offered  were:  (1)  8  per  cent  interest  on  the  initial  payment 
made  under  this  plan;  (2)  convertibility  of  all  payments  at  any 
time  into  Leonard-Morton  merchandise;  (3)  5  per  cent  discount 
to  be  allowed  on  Leonard-Morton  goods;  (4)  6  per  cent  interest  to 
be  guaranteed  on  all  previous  payments  on  Co-operative  Society 
of  America  beneficial  interests,  and  on  subsequent  payments 
under  the  new  plan.4 

Interest  in  the  Co-operative  Society  of  America  was  as  a  result 
greatly  stimulated.  Salesmen  were  successfully  operating,  de- 
spite all  of  the  exposures  of  the  organization  which  had  been 
made.  Sales  were  made5  particularly  in  negro  and  foreign  dis- 
tricts6 and  in  new  territory  in  New  York  and  Ohio.  The  Chicago 
Tribune  of  October  3,  1922,  announced  a  proposed  $1,000,000 
annex  to  the  People's  Life  Building,  controlled  by  the  society, 
while  interest  in  the  insurance  business  and  in  the  bank  were  be- 
ing fostered  by  literature,  articles  in  labor  papers,  and  community 

1  Leonard-Morton  Fall  and  Winter  Catalogue,  p.  2d. 

2  Ibid.,  p.  226. 

3  The  Yardmaster  (November,  1922),  p.  16. 

4  Information  from  canceled  contract  No.  15270,  Association  of  Co-operators 
in  America. 

s  Letter  of  Albert  F.  Coyle  to  the  writer,  June  7, 1923. 

6  Interview  with  K.  S.  Range  and  J.  R.  Johnson,  organizers  for  the  Co-opera- 
tive Society  of  America,  January  7,  1923. 
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clubs.  In  November,  1922,  the  management  expressed  the  belief 
that  membership  would  increase  at  the  rate  of  50,000  a  month.1 
On  January  23,  1923,  Harrison  Parker  claimed  156,000  members.2 

The  most  daring  undertaking,  however,  was  the  organizing  of 
community  groups.  With  people  distinctly  hostile,  the  magazine 
discontinued,  the  grocery  stores  closed,  and  the  court  proceedings 
in  the  minds  of  all  members,  the  management  proposed  to  organ- 
ize Chicago  into  forty  community  groups  to  provide  a  solid  back- 
ing for  the  trustees.  Martin  Higgins,  a  Scotchman  with  consider- 
able power  of  exaggeration,3  and  with  an  uncanny  ability  to  dodge 
difficult  situations,  was  placed  in  charge  of  this  work.  Facing  large 
audiences  with  constant  heckling,  he  flayed  the  Chicago  Tribune 
and  other  newspapers,  painting  Harrison  Parker  as  a  martyr. 
Vivid  pictures  were  presented  of  the  successful  operation  of  the 
society's  properties  despite  the  difficulties,  Mr.  Higgins  estimat- 
ing the  value  of  shares  at  $70  each.4  In  many  meetings  a  mixture 
of  nationalities  and  social  groups  made  organization  the  more  diffi- 
cult. 

By  the  close  of  1923,  the  society  claimed  the  completion  of 
this  work.  Each  of  the  forty  autonomous  social  groups  elected 
two  delegates  to  a  newly  created  Central  Association  of  the  Co- 
operative Society  of  America — an  educational  body,  the  aims  of 
which  are  stated  as  teaching  the  principles  of  co-operation,  pre- 
paring efficient  managers,  and  nominating  directors  (on  the  basis 
of  proportional  representation),  one  for  each  subsidiary  corpora- 

1  The  Yardmaster,  November,  1922,  p.  16. 

2  Statement  of  Harrison  Parker,  Marquette  Club,  Chicago.  (Most  of  the  addi- 
tional members  were  Leonard-Morton  customers  who  made  no  initial  investment.) 

3  Illustrations  of  his  exaggerations  are:  "Mr.  Parker  produced  the  cleanest  set 
of  books  ever  produced  in  a  court"  (meeting  of  January  n,  1923);  "We  are  not 
selling  stock  at  the  present  time"  (meeting  of  January  11,  1923);  "There  is  only  a 
twelve  per  cent  depletion  in  the  funds  of  the  Society"  (meeting  of  January  11, 
1923);  "You  won't  have  to  work  in  ten  years  if  you  hold  on  to  your  shares"  (meet- 
ing of  January  10,  1923). 

4  Value  on  the  open  market  at  the  time  was  from  $7.50  to  $9.00  a  share. 
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tion  of  the  Co-operative  Society  of  America.1  Seymour  Stedman, 
the  principal  trustee,  states  that  although  the  society's  organiza- 
tion is  still  autocratic  in  form,  members  having  but  an  indirect 
minority  representation,  this  condition  is  justified  on  the  ground 
that  costs  of  operation  had  been  cut  $190,000  a  year  and  that  a 
democratic  organization  of  that  size  could  not  be  formed  under 
the  existing  laws.2 

This  revival  of  interest  was  not  without  some  setbacks,  for 
Leonard-Morton  and  Company,  a  subsidiary,  entered  the  bank- 
ruptcy court  on  February  28,  1923.  Its  assets  had  been  carried  on 
an  inflated  basis,3  inventory  values  were  declining,  and  at  the 
beginning  of  1923  Harrison  Parker  had  launched  an  unsuccessful 
appeal  for  a  personal  loan  of  $10  from  each  holder  of  beneficial 
interests.4  Consequently,  insolvency  was  admitted  at  a  meeting 
of  the  mail  order  house  creditors  where  debts  of  $1,109,246.61 
were  disclosed.  The  properties  of  Leonard-Morton  and  Company 
were  auctioned  off  for  $410,000  on  March  20,  1923.5 

In  the  meantime  Harrison  Parker  had  resigned,  leaving 
Seymour  Stedman  as  principal  trustee  of  the  Co-operative  So- 
ciety of  America.  Mr.  Stedman's  policies  have  been  to  secure  the 
indorsement  of  organized  labor  and  the  co-operative  movement 
and  also  to  carry  out  the  effort  toward  community  organization. 
Little  headway,  however,  has  been  made  in  the  first  endeavor. 

1  Constitution  and  by-laws  of  the  Central  Association  of  the  Co-operative  Society 
of  America. 

2  Letter  of  Seymour  Stedman  to  William  H.  Johnston,  October  20,  1923. 

3  Good-will  was  carried  at  $1,260,885.00  out  of  total  assets  of  $2,900,000.  A 
surplus  of  $753,088.00  was  also  shown.  (Moody's  Manual  of  Industrials,  1922.) 

4  Undated  letter  of  Harrison  Parker:  "For  eighteen  years,  I  have  toiled  some- 
times fifteen  hours  a  day  for  the  co-operative  movement.  Sin  and  greed  have  tried 
to  strangle  us  through  the  banks.  Right  always  wins  ....  take  my  personal  note 
for  $10  for  one  year  ....  then  our  troubles  will  be  over,  and  onward,  onward,  will 
go  the  co-operative  movement  and  bigger  and  bigger  will  Leonard-Morton  and 
Company  grow." 

s  The  payment  of  a  $14,620.00  dividend  after  a  period  of  losses  was  charged. 
Case  No.  31580,  U.S.  District  Court,  Northern  District  of  Illinois,  Eastern  Division. 
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The  Co-operative  League  and  the  Ail-American  Co-operative 
Commission  have  continued  to  be  openly  hostile  while  the  Chi- 
cago Federation  of  Labor  is  leaving  the  organization  severely 
alone.  The  Engineers'  Journal  still  condemns  the  plan,  and  the 
labor  mayor  of  Milwaukee  has  requested  Mr.  Stedman  to  cease 
using  the  co-operative  title  for  an  organization  operated  for 
profit.1 

Although  no  financial  statement  was  issued  during  the  first 
half  of  1923,  the  society  claims  its  assets  to  be  in  excess  of  $4,- 
500,000,  an  appreciation  of  $2,000,000  being  claimed  on  the  Peo- 
ple's Life  Building,  located  at  the  corner  of  Randolph  and  Wells 
streets,  Chicago.2  At  the  close  of  1923,  the  properties  consisted  of 
the  majority  stock  of  the  City  State  Bank,  the  People's  Life 
Insurance  Company,  the  Randolph  Building  Corporation,  and 
the  City  State  Investment  Company.3 

The  present  move  is  to  secure  the  aid  of  the  community 
groups  to:  (1)  induce  holders  of  beneficial  interests  to  complete 
their  payments;  (2)  secure  the  cancellation  of  certificates  held  by 
discouraged  members;  (3)  form  a  social  unity  among  members 
rather  than  attempt  extended  financial  operations.  Many  in  the 
organization  appear  optimistic,  Mr.  Stedman  being  warmly  ap- 
plauded in  his  work.  The  hope  is  expressed  that  at  least  25,000 
of  the  members  will  remain  loyal. 

Support  is  especially  strong  among  the  negro  group.  Their 
religious  enthusiasm  has  not  been  dampened  by  the  insincerity  of 
leaders  or  the  organization's  difficulties.  Great  possibilities  still 
exist,  but  the  present  personnel  of  the  society  does  not  appear  to 
be  able  to  inspire  widespread  confidence  in  its  activities.4 

1  Letter  of  Albert  F.  Coyle  to  the  writer,  June  7,  1923. 

2  Interview  with  J.  L.  King,  January  21,  1924. 

3  Formerly  called  the  Great  Western  Securities  Corporation. 

4  The  society  has  assets  of  more  than  $2,000,000,  has  a  bank  and  insurance  com- 
pany in  active  operation,  and,  moreover,  has  organized  groups  which  could  be  en- 
couraged to  support  these  institutions. 
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Harrison  Parker,  after  leaving  the  society,  began  operations 
with  the  Guaranty  Reserve  System  and  the  Association  of  Co- 
operators  in  America,  planning  to  re-load  Co-operative  Society 
of  America  members  with  mortgage  securities  of  a  doubtful  char- 
acter. Through  the  prompt  action  of  the  Minnesota  Banking 
Commissioner,  under  whose  jurisdiction  the  new  company  was 
organized,  the  effort  was  speedily  abandoned.1  In  May,  1924, 
Mr.  Parker  again  encountered  difficulty  through  a  suit  brought 
by  the  present  trustees  of  the  Co-operative  Society  of  America 
charging  manipulation  and  fraud  and  asking  for  an  accounting. 
The  bill  reads:  "In  19 10,  Parker  began  the  organizing  of  various 
companies.  He  piled  up  liabilities  for  the  benefit  of  himself  and 
his  wife,  and  these  accumulated  liabilities  were  fastened  on  the 
present  trust,  which  served  as  a  convenient  method  of  getting 
large  sums  of  money  and  protecting  him  against  personal  re- 
sponsibility."2 Trustee  Stedman,  one  of  the  plaintiffs,  states: 
"We  have  established  beyond  all  doubt  liabilities  of  $500,000 
and  unexplained  accounts  total  more  than  $2,000,000.  He  (Mr. 
Parker)  has  refused  to  surrender  his  books  with  the  answer  that 
he  'wasn't  interested.'  Now  we  propose  to  get  hold  of  them  in 
another  way."3  The  outcome  of  the  suit  is  still  in  doubt  (October, 
1924)  and  an  extended  legal  controversy  seems  likely  to  follow. 
Meanwhile,  the  Parkers  are  living  on  Lake  Shore  Drive,  Chi- 
cago. Today  also  many  disillusioned  members  are  proclaiming 
the  impossibility  of  co-operation. 

1  Letter  of  Minnesota  banking  commissioner  to  the  writer,  December  18,  1923. 

2  Case  No.  402834,  Superior  Court  of  Cook  County,  Illinois,  Brief  lor  Plaintiff. 

3  Chicago  Herald-Examiner,  May  7,  1924. 
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CHAPTER  XV 

PROBLEMS  OF  CO-OPERATIVE  ORGANIZATION 
AND  OPERATION 

In  the  development  of  co-operative  enterprises  many  prob- 
lems have  arisen  which  have  demanded  the  attention  of  these 
small  democracies.  Sometimes  an  easy  solution  has  been  found. 
Most  frequently,  however,  the  life  of  a  co-operative  has  been  a 
constant  struggle  with  difficulties  of  one  sort  or  another — a  battle 
which,  for  the  most  part,  has  had  to  be  fought  by  the  local  group. 

In  this  chapter  some  of  the  more  outstanding  problems  which 
have  been  encountered  by  Illinois  co-operatives  will  be  con- 
sidered. Attention  will  be  called  to  the  way  in  which  issues  have 
been  met  and  the  degree  of  success  attained. 

a)  The  control  of  the  co-operative  society. — In  theory  the  co- 
operative society  is  a  democracy  controlled  by  its  members,  each 
of  whom  casts  a  single  vote  for  officers  and  directors  of  the  so- 
ciety. Members  gather  in  meetings  to  settle  the  larger  issues  of 
administration  and  leave  to  the  directors  the  selection  of  a 
manager,  and  the  execution  of  the  general  policies  as  laid  down  by 
the  membership.1 

To  what  extent  has  this  ideal  been  carried  into  practice  in  the 
Illinois  co-operative  movement?  The  answer  is  that  democracy, 
although  the  recognized  ideal  of  the  co-operative  movement,  has 
been  far  from  being  attained.  Occasionally,  as  at  the  Progressive 
Co-operative  Store  of  Christopher  where  80  out  of  1 10  members 
have  been  attending  the  monthly  meetings,  a  close  approxima- 
tion to  real  democracy  has  been  attained.  But,  more  commonly, 

1  This  policy  is  in  distinct  contrast  with  that  of  the  private  retailer  who  is,  most 
often,  the  sole  owner  of  the  business.  He,  himself,  will  determine  an  appropriate 
course  of  action  and  will  undertake  to  carry  out  the  plan  decided  upon. 
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it  has  been  difficult  to  secure  a  large  attendance  of  members  at 
meetings.1  This  has  arisen  from  (i)  satisfaction  of  members  with 
the  conduct  of  the  business;  or  (2)  discouragement  of  members  and 
consequent  apathy.2  In  either  case,  the  weakness  of  democratic 
control  is  evident.  The  former  condition  is  illustrated  by  the 
highly  successful  Tilden  Labor  Co-operative  Association,  by  the 
Farmers'  Co-operative  Store  of  Ava,  by  the  Edwardsville  Co- 
operative Society  (where  the  manager  has  achieved  such  financial 
success  that  even  the  board  of  directors  has  met  only  when  the 
manager  has  forced  them  to  do  so),  by  the  Pana  Co-operative 
Society  the  membership  meetings  of  which  have  been  almost  dis- 
regarded,3 and  by  the  Momence  Co-operative  Society  which  has 
paid  dividends  so  regularly  that  members  have  come  to  consider 
their  stock  as  an  investment  and  feel  little  managerial  responsi- 
bility. 

On  the  other  hand,  the  second  situation  is  illustrated  by 
Galesburg,  Odin,  and  Sparta,  where  it  has  become  necessary  to 
allow  proxy  voting  in  order  to  secure  a  quorum  at  the  meetings. 
Indeed,  at  the  Galesburg  society's  meeting  in  1923  only  20  out  of 
330  members  attended. 

Usually,  there  have  been  a  few  faithful  souls  who  have  found 
themselves,  sooner  or  later,  as  members  of  the  board  of  directors. 
There  they  have  gratuitously  worked  for  the  interests  of  the 
society.  At  times  in  the  waves  of  co-operative  enthusiasm,  they 
have  tried  to  arouse  interest  and  "spread  the  gospel,"  but  such 
movements  have  been  sporadic.  As  a  rule,  they  have  contented 
themselves  with  steadfast  conservative  support.  Some  of  these 
leaders  have  seen  service  with  European  co-operatives  and  in  al- 
most all  cases  they  have  been  among  the  older  men  of  the  com- 

1  For  analysis  of  present  situation,  see  chap.  xvi. 

2  Often  members  have  been  fined  25  cents  for  failure  to  attend  meetings.  This 
rule  has  been  difficult  to  enforce. 

3  Directors  of  the  Pana  society  meet  but  once  in  three  months. 
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munity.1  As  a  consequence,  the  co-operative  movement  has  not 
surged  forward  by  its  own  momentum  as  an  enthusiastic  de- 
mocracy should,  but  has  tended  to  drift  along,  carried  on  the 
shoulders  of  a  few  central  figures.2  Occasionally  these  central 
figures  have  encouraged  the  continuance  of  an  undemocratic 
organization.  The  Weaver  societies  at  Pontiac  and  Bloomington 
were  sustained  by  the  promoter  through  false  accounting  state- 
ments. At  Ridge  Farm  the  chief  stockholder  has  been  president 
and  manager  of  the  society.  He  has  stated  that  he  will  soon  buy 
out  the  other  members  of  the  organization.  At  Pinckneyville  the 
manager  has  owned  the  building  in  which  the  store  has  been 
located  and  has  had  virtual  control.  At  Butler,  the  co-operative 
society  purchased  the  store  from  its  proprietor,  R.  E.  Brown,  and 
then  retained  him  as  manager.  He  has  loaned  the  society  $10,000 
and,  consequently,  has  exercised  considerable  control.  At  Cooks- 
ville,  also,  the  manager  is  the  former  proprietor  of  the  store  and, 
under  a  common  law  trust  agreement,  has  virtually  dictated  the 
affairs  of  the  society. 

If  the  apathy  toward  democracy  has  made  adequate  control 
difficult  in  a  local  society,  the  problem  has  been  even  more  acute 
in  federations  of  co-operatives.  These  federations  have  been  one 
more  step  removed  from  the  membership.  Their  meetings  have 
been  attended  by  delegates.  Consequently  aggressive  delegates 
have  held  almost  complete  control  of  the  meetings.  Thus  in  the 
early  meetings  of  the  Central  States  Co-operative  Society,  a  few 
men  like  John  H.  Walker,  Duncan  McDonald,  and  Robert 
McKechan,  shaped  most  of  the  work  of  the  organization.  The 
delegates  merely  rubber-stamped  the  decisions  of  the  leaders. 

1  Co-operation  does  not  appear  to  obtain  enthusiastic  support  from  the  younger 
unionists.  The  youths  have  either  tended  to  display  little  interest  or  to  swing 
"to  the  left." 

2  Good  illustrations  of  this  point  may  be  seen  in  the  histories  of  the  Glen  Carbon 
and  the  Galesburg  co-operative  societies.  See  Appendix  A. 
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Officials  of  the  National  Consumers'  Co-operative  Association 
were  active  in  retaining  control  and  even  stooped  to  doubtful 
practices  in  the  belief  that  the  end  justified  the  means.  The  man- 
agement of  the  Central  States  Co-operative  Wholesale  Society 
was  able  to  retain  control  by  audits  which,  during  1920  and  192 1, 
covered  up  the  weak  condition  into  which  the  wholesale  had 
fallen. 

In  truth,  the  demand  for  federation  from  within  has  been 
small.  Occasionally,  under  the  influence  of  leaders,  a  member- 
ship campaign  has  been  started  by  a  federation.  Later,  however, 
enthusiasm  has  died  down  and  little  has  come  of  the  effort.  In 
this  connection  one  may  cite  the  organizing  efforts  of  the  Right 
Relationship  League,  of  the  Consumers'  Alliance-National,  of  the 
Chicago  District  Federation  of  the  Co-operative  League,  and  of 
the  Illinois  Farmers'  Union.  In  short,  democratic  federation  has 
been  a  matter  of  secondary  importance  in  the  affairs  of  the  local 
co-operative.  It  appears  to  have  ridden  on  the  crests  of  co-opera- 
tive enthusiasm  and  to  have  fallen  when  co-operative  interest  has 
slackened. 

Factionalism  between  sections  of  the  membership  has  been 
another  problem  which  has  been  raised  by  democratic  control.  In 
Illinois  this  problem  has  been  an  acute  one,  for  a  society  will  con- 
tain individuals  of  conflicting  religions,  conflicting  doctrines  of 
social  reform,  conflicting  political  beliefs,  and  conflicting  attitudes 
toward  war.  All  of  these  problems  were  accentuated  during  the 
last  ten  years.  It  is  not  surprising,  therefore,  to  find  that  almost 
all  societies  have  been  rocked  by  controversies.  In  most  cases  a 
working  compromise  was  possible  and  controversial  subjects  were 
politely  ignored.  In  a  number  of  instances,  however,  disruption 
followed. 

The  history  of  the  Panama  Co-operative  Society  has  been  one 
of  a  series  of  nationality  factional  fights.1  The  nationality  conflict 

1  For  description  see  Appendix  A. 
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in  1922  crept  into  the  Royal  ton  society  with  disastrous  conse- 
quences.1 At  Nokomis  fighting  between  members  had  become  so 
severe  that,  in  1920,  the  officers  were  glad  to  sell  out  to  the  Central 
State  Co-operative  "Wholesale  Society.  At  Ladd,  clashes  over  the 
question  of  turning  the  co-operative  society  into  an  entertainment 
club  and  poolroom  led  to  legal  action  by  the  majority  against  the 
minority.  The  highly  successful  Dalzell  society  was  disbanded  be- 
cause the  members  could  not  agree  upon  a  manager.  At  Marion 
two  groups  of  unionists  failed  to  agree  on  united  action  and,  in 
1920,  set  up  competing  stores.  At  Staunton  and  Livingston  the 
an ti- German  feeling  led  to  the  withdrawal  of  many  members.  At 
Farmington  there  has  been  a  tendency  for  the  farm  owners  and 
farm  tenants  to  clash,  although  the  majority  of  the  members  of 
the  society  are  miners.  At  Villa  Grove  the  1922  strike  on  the  Chi- 
cago and  Eastern  Illinois  Railway  shops  failed  and  the  unionists 
and  the  "scab"  members  have  not  been  on  good  terms.  To  add 
fuel  to  the  fire,  the  society  has  been  attempting  to  collect  overdue 
bills  by  obtaining  judgments  against  the  property  of  the  former 
strikers.  Staunton  has  probably  seen  as  much  factional  fighting 
as  any  other  city  in  the  state.  An  early  co-operative  failed  after 
factional  fights  over  the  management  had  caused  a  split.  During 
the  war  the  Austrian  manager  of  the  co-operative,2  Peter  Moerth, 
was  under  fire  and  barely  escaped  a  tar-and-feathering  which  was 
freely  administered  to  his  Staunton  friends.  At  Edwards ville  the 
manager  of  the  society  and  the  teamsters'  union  came  into  con- 
troversy over  a  loan  made  to  the  co-operative  which  resulted  in  a 
decline  of  support.  The  Bloomington  Co-operative  Society  was 
forced  to  take  sides  in  a  heated  argument  between  its  president 
and  its  manager  over  the  adequacy  of  the  accounting.  The  presi- 

1  As  early  as  19 19  one  group  obtained  the  keys  to  the  store  and  held  it  closed 
against  the  opponents.  In  1922,  but  few  unionists  would  buy  stock  because  of  the 
continued  controversies. 

2  The  Union  Supply  and  Fuel  Company. 
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dent  was  removed.  He  left  and  took  with  him  a  number  of  mem- 
bers. At  Waukegan  the  "red"  Finns  and  the  "white"  Finns  soon 
engaged  in  a  struggle  which  has  ended  in  the  establishment  of 
competing  stores  on  adjoining  property.  The  Workmen's  Co- 
operative Society  of  Cicero,  a  Bohemian  organization,  split  on 
the  Russian  question  and  lost  400  out  of  1,300  members.  True 
democracy  in  co-operative  enterprise  appears  difficult  to  attain. 

b)  Co-operative  financial  policies. — The  launching  of  a  co- 
operative gives  rise  to  the  problem  of  selling  shares.  This  has 
usually  been  handled  by  the  volunteered  services  of  enthusiastic 
supporters  who  have  carried  the  subscription  sheets  to  their  work 
and  have  also  made  friendly  calls  in  the  evening  to  secure  the  re- 
quired funds.  Meetings  have  also  been  held  to  arouse  interest  at 
which  emotional  appeals  have  been  effectively  made.  In  the  first 
burst  of  enthusiasm  it  has  often  been  an  easy  matter  to  have  most 
of  the  workers  in  a  mine  or  shop  put  down  their  names  for  from 
one  to  five  shares  at  $10  each,  for  generally  no  payments  have  been 
required  at  the  time  of  subscription.  Hopes  have  run  high,  for 
workers  have  felt  that  they  would  be  able  to  strike  a  death-blow 
at  "profiteering"  in  retail  trade. 

If  the  move  has  been  successful  and  the  co-operative  has 
secured,  say  $5,000  in  subscriptions,  the  committee  would  organ- 
ize a  meeting  to  arrange  for  opening  the  store.  Then  an  attempt 
to  collect  the  subscriptions  would  be  made.  As  payments  have 
poured  in,  overanxious  workers  have  awaited  the  opening  of  the 
store.  Indeed,  under  the  great  pressure  of  public  sentiment,  the 
committee  has  frequently  hastened  the  date  of  opening  and,  on 
the  first  day,  the  neighborhood  has  turned  out  to  buy  their  goods 
from  the  new  "co-op."1  Then  difficulties  have  ensued.  The  first 
stock  of  goods  has  been  bought  largely  on  credit.  As  bills  have 
become  due  the  committee  has  urged  the  payment  of  subscription 

1  In  the  urban  communities,  co-operatives  will,  at  the  start,  draw  support  only 
from  a  limited  body  of  members. 
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balances.  Pressure  has  been  brought  to  bear  upon  delinquent 
members,  but  not  always  with  great  success.  Some  are  not  in  a 
financial  position  to  pay  the  balance.  Others  will  assert  that  they 
were  told  that  the  balance  would  be  met  from  the  large  purchase 
dividends  which  the  store  would  bring.  A  few  will  speak  of  the 
store  as  high-priced  and  refuse  further  investment.  A  consider- 
able number  will  say  that  they  can  not  join  the  co-operative,  as 
they  had  expected,  for  their  old  grocer  has  bills  due  him,  and  they 
do  not  dare  stop  trading  with  him.  Thus,  it  has  not  been  infre- 
quent for  the  co-operative  to  start  with  as  little  as  35  per  cent  of 
the  capital  which  had  originally  been  subscribed.  Little  wonder  it 
is  that  co-operatives  have  frequently  been  undercapitalized ! 

The  problem  of  undercapitalization  has  also  been  intimately 
connected  with  the  interest  rate  which  has  been  paid  by  the 
society.  In  the  first  place,  people  have  been  reluctant  to  invest  if 
they  have  felt  that  their  money  would  bring  them  less  in  co- 
operative enterprise  than  it  would  in  alternative  openings.1  The 
risk  element  has  also  made  the  necessary  rate  higher.  Moreover, 
people  have  not  left  their  purchase  dividends  with  the  co-opera- 
tive— indeed,  have  not  invested  more  than  the  minimum  amount 
unless  the  return  on  invested  capital  has  been  sufficiently  attrac- 
tive. 

Since  co-operatives  have  not  been  sufficiently  aware  of  the 
necessity  of  paying  an  adequate  interest  rate,  a  large  number  of 
co-operative  failures  have  resulted.2  One  does  not  need  to  look 
beyond  the  meager  3  to  4  per  cent  interest  which  co-operatives 
have  typically  paid  on  capital  to  discover  why  adequate  capital 
has  not  been  forthcoming.  Repeatedly  co-operatives  have  been 
"starved" — their  share  and  loan  capital  have  been  at  a  minimum 

1  Members  have  not  tended  to  think  of  purchase  dividends  as  returns  which  may 
be  traced  not  only  to  their  purchases,  but  to  their  participation  as  investors  in  the 
co-operative. 

2  For  current  rates,  see  p.  272. 
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—so  that  the  slightest  disorganization  would  add  the  societies  to 
the  list  of  failures.1 

Another  allied  weakness  has  been  the  inadequacy  of  reserve 
funds  set  aside  out  of  past  earnings.  This  has  been  a  direct  result 
of  the  fact  that  co-operators  have,  at  the  start,  been  inclined  to 
promise  much  in  the  way  of  savings.  Accordingly,  when  societies 
have  opened  with  a  record  volume  of  business  and,  with  a  conse- 
quent low  expense  burden,  there  has  been  a  tendency  to  distribute 
the  large  available  surplus  and  arouse  a  still  greater  enthusiasm 
for  co-operation.  Then,  too,  it  is  felt  that  if  large  purchase  divi- 
dends have  not  been  immediately  forthcoming  (as  has  frequently 
been  the  case),  and  the  promises  have  remained  unfulfilled,  en- 
thusiasm will  wane,  and  unless  enough  staunch  supporters  have 
remained,  failure  will  rapidly  ensue. 

There  has,  however,  been  as  large  a  danger  in  paying  too  high 
a  purchase  dividend  at  first  as  in  paying  no  purchase  dividend  at 
all.2  The  Sesser  Co-operative  Society  paid  10  and  12  per  cent  pur- 
chase dividends  in  19 16  and  attracted  an  overwhelming  volume 
of  business.  Failure  shortly  ensued.  Similarly,  at  Herrin,  New 
Athens,  Tovey,  and  Royalton,  a  bold  start  was  made,  accom- 
panied by  a  10  per  cent  purchase  dividend.  Insolvency  resulted 
in  all  cases.  Earnings  were  apparently  so  large  at  Assumption, 
Beckemeyer,  Cedar  Point,  Stonington,  Worden,  Gillespie,  Mi- 
nonk,  and  Pawnee  in  their  earlier  history  that  little  attention  was 
paid  to  reserves.  In  almost  all  cases  the  result  was  disastrous. 
Sometimes  it  was  found  that  the  high  dividends  were  made  pos- 
sible by  the  rising  values  of  inventories.  In  a  few  cases  good  man- 
agement was  the  antecedent.  Occasionally  the  high  purchase 
dividends  resulted  from  the  dishonesty  of  the  manager  who  with- 

1  The  Sesser  Co-operative  Society  history  is  a  fair  example  of  the  limited  finan- 
cial support  of  a  group  of  miners  in  the  most  prosperous  mining  district  in  Illinois. 
Surely  if  the  Sesser  Co-operative  Society  had  paid  8  per  cent — a  competitive  rate — 
money  would  have  flowed  more  freely  into  the  society's  coffers. 

2  The  Slavonian  society  at  North  Chicago  is  an  exception.  See  Appendix  A. 
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held  bills  which  were  payable,  in  order  to  make  a  good  showing. 
But,  in  any  event,  it  is  readily  seen  that  the  effort  to  obtain  im- 
mediate savings  of  this  size  has  been  futile.  A  conservative  divi- 
dend policy  has  been  more  successful. 

In  the  case  of  societies  paying  no  purchase  dividends  in  the 
first  year,  the  record  has  been  an  unfavorable  one.  Occasionally  a 
society  has  been  able  to  survive,  but  disaster  has  been  most  com- 
mon.1 At  Marseilles,  for  example,  no  purchase  dividends  were 
earned  during  the  first  half-year,  support  sagged,  and  bankruptcy 
quickly  followed.  This  failure  to  earn  purchase  dividends  may,  of 
course,  be  traced  to  factors  in  the  local  situation.  It  should,  how- 
ever, be  noted  that  generally  co-operative  effort  must  immediately 
bear  fruit  in  order  to  endure. 

The  future  seems  more  hopeful,  for  co-operatives  have  become 
more  aware  of  the  need  of  reserves  and  less  certain  of  the  large 
profit  margins  in  retailing.  The  older  organizations  have  (so  far 
as  possible)  stabilized  their  purchase  dividend  rate  at  a  conserva- 
tive percentage  and  put  aside  liberal  reserves.  Moreover,  the 
societies  formed  in  the  period  1918  to  1920,  were,  on  the  whole, 
satisfied  with  paying  more  modest  returns.  Then,  too,  better  ac- 
counting control  has  lessened  the  opportunity  for  the  extremely 
favorable  showing  which  arises  from  holding  up  invoices. 

The  adequacy  of  capitalization  depends  not  only  upon  the 
amount  of  capital  received  and  the  accumulated  reserves,  but 
also  upon  the  use  made  of  the  capital.  What  would  be  adequate 
capital  for  a  small  grocery  store  might  be  inadequate  for  the  needs 
of  a  general  merchandise  establishment.  Again,  what  would  be 
adequate  capital  for  a  small  grocery,  operating  on  a  cash  and 
carry  basis,  might  be  inadequate  for  a  grocery  store  doing  a  credit 
and  delivery  business.  Finally,  the  capital  that  would  be  sufficient 
to  supply  a  good  stock  of  groceries  and  a  modest  equipment  would 

1  At  Clinton,  the  co-operative  store  is  solvent  though  it  was  started  on  the  eve 
of  depression  and  for  a  long  time  paid  no  purchase  dividends. 
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be  insufficient  to  supply  the  necessary  stock  together  with  elabo- 
rate scales  and  cash  registers  and  expensive  delivery  trucks. 

Illinois  co-operatives  have  greatly  suffered  from  the  attempt 
to  spread  their  capital  over  too  many  lines  of  business.  They 
have,  moreover,  greatly  overpurchased  in  the  lines  carried.  The 
inadequacy  of  their  capital  cannot  be  denied,  but  this  capital 
could  often  be  well  employed  in  a  limited  way.1  In  tracing  the 

TABLE  XVI 


Assets 

Groceries $3,641.22 

Hardware  and  queens- 
ware 1,336.98 

Meats 266.86 

Drygoods  and  shoes  ...  2 ,  908 .  21 

Balance  in  bank 1,216.74 

Cash  on  hand 281 .  42 

Members'  accounts 2 ,  939 .  65 

Furniture  and  livestock.       2,353.36 


Liabilities 

Share  capital $  2 ,  663 .  29 

Loan  capital 2,079.06 

Reserve  fund 2 ,  301 .  30 

Accts.  payable 5,949.32 


$14,944-34 


Outstanding  checks 

Fixtures 

Notes  payable 

Rent  due 


Undivided  profit 


1,037.61 

41.08 

400 . 00 

220.00 


$14,691.66 
252.68 

$14,944.34 


failures  of  Illinois  co-operatives,  this  overexpansion  was  found 
to  be  a  significant  factor  in  the  failure  of  ^^  societies.  In  many 
cases  it  was  the  outstanding  factor.2 

The  balance  sheet  of  the  Sesser  Co-operative  Society,  as  of 
May  31,  191 7,  well  illustrates  the  financial  pitfalls  into  which  co- 
operatives have  been  prone  to  fall.3  In  this  balance  sheet  (Table 
XVI)  will  be  noted  the  elaborate  way  in  which  the  store  was  being 

1  It  is  probable  that  private  stores  have  similarly  suffered.  The  tendency  in  all 
retailing  appears  to  carry  too  many  goods  on  a  limited  capital.  That  private  stores 
tend  to  be  overequipped  is  also  patent. 

2  See  p.  241. 

3  Incidentally,  this  is  a  fair  specimen  of  the  reports  of  audits  issued  at  the  time 
by  mine  workers'  auditors. 
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conducted.  Although  less  than  three  years  old  (having  been 
started  in  191 5),  the  society  was  selling  groceries,  dtygoods,  shoes, 
hardware,  and  meats  on  a  share  capital  investment  of  $2,600. 
Though  a  large  reserve  fund  had  supposedly  been  accumulated 
and  members  had  loaned  the  society  $2,000,  the  accounts  receiv- 
able outstanding  and  the  investment  in  fixtures  were  greater  than 
the  total  of  the  reserve  fund  and  loan  capital.  Nearly  $6,000  of 
accounts  payable  were  outstanding  and  little  cash  was  available 
with  which  to  pay  them.  The  society  had  been  paying  10  per  cent 

TABLE  XVII 

Resources  Liabilities 

Groceries,  drygoods  and  Share  capital $1 ,684. 37 

shoes $3 ,  550. 06  Loan  capital 898. 52 

Meats 249.16  Bil'.s  payable 2,063.51 

Fixtures 2 ,  227 .  50  Rent 200. 00 

Balance  in  bank 1,782.30  Reserve  fund 2,070.75 

Cash  on  hand 181 .  70  Outstanding  checks ....  1 ,  647 .  57 

Accts.  receivable  (Mem-  Balance  to  reserve  fund.  20.67 

bers) 941 .  36 

Accts.  receivable  (Non- 
members)  253 . 31 


Total $9,185-39  Total $9,185.39 

and  12  per  cent  purchase  dividends  (19 16),  was  operating  six 
stores,  and  was  considered  as  a  stronghold  of  co-operation.  With- 
in six  months  the  balance  sheet  appeared  as  shown  in  Table 
XVII.1  In  the  intervening  period  rumors  of  financial  difficulties 
had  been  started  in  Sesser,  and  members  promptly  called  for  their 
loan  capital,  reducing  it  to  $900  by  November  3,  1917.  Creditors 
pressed  for  payment,  sales  declined  from  $16,000  to  $9,000  for  the 
quarter-year  period,  while  the  cash  fund  remained  depleted.  The 
difficulties  continued,  and  the  society  would  have  failed  had  not 
the  Central  States  Co-operative  Wholesale  Society  stepped  in  and 
purchased  the  assets. 
1  As  of  November  3,  191 7. 
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The  experience  of  Sesser  has  been,  in  a  large  measure,  dupli- 
cated in  many  Illinois  co-operatives.  In  191 8,  at  Livingston,  the 
co-operative  manager  had  accumulated  a  huge  stock  of  goods 
which  were  bought  on  credit — the  accounts  payable  figure  reached 
$20,500.  Trustees  for  the  creditors  took  temporary  control  of  the 
society  at  a  large  cost.  An  especially  common  form  of  bad  plan- 
ning has  been  the  overstocking  of  fixtures.  In  some  societies  the 
value  of  fixtures  has  been  even  in  excess  of  the  merchandise  on 
hand.  For  example,  at  Royal  ton,  in  May,  191 6,  the  fixtures  were 
valued  at  $2,442.92' — more  than  the  merchandise  inventory.  In- 
deed, the  share  and  loan  capital  only  exceeded  the  value  of 
fixtures  by  $400,  while  members  accounts  stood  at  $3,088.08.  At 
Troy  an  $890  cash  register  and  a  $225  pair  of  scales  were  pur- 
chased by  the  local  union  store  to  do  a  business  of  $30,000  a  year. 
The  Coulterville  society  purchased  an  elaborate  refrigerating 
equipment  to  handle  a  modest  meat  business.  Needless  to  say, 
such  investment  has  tended  to  reduce  the  working  capital  of  co- 
operatives without  a  corresponding  benefit. 

Another  great  financial  problem  of  co-operatives  has  been  that 
of  the  credit  policy  to  be  pursued.  The  Rochdale  Pioneers  sold 
only  for  cash.  The  greater  portion  of  the  British  societies  followed 
this  example,  which  has  since  become  traditional  in  the  move- 
ment. In  America  the  cash  ideal  has  been  favored  by  most  newly 
formed  societies,  but,  after  a  trial,  it  has  been  abandoned.  In 
some  cases  a  limit  upon  credit  extension  has  been  set  at  three- 
fifths  of  a  member's  share  holdings,  but  in  most  cases  the  limit 
has  been  at  the  discretion  of  the  manager.  Indeed,  one  might  be 
safe  in  saying  that  (despite  the  large  losses  and  failures  which 
have  resulted)  the  trend  has  been  toward  the  extension  of  more 
credit  to  members.  At  different  periods  in  their  history,  six 
Illinois  societies  have  been  led  into  financial  difficulties  through 
the  granting  of  credit.  In  some  cases,  as  at  Beardstown,  Gales- 
burg,  Kewanee,   Champaign,  and  Villa  Grove,  the  credit  was 


PROBLEMS  OF  ORGANIZATION  AND  OPERATION        213 

granted  to  finance  striker-members.  The  strikes  failed  and  the 
stores  were  left  with  their  capital  tied  up  in  accounts  which  were 
either  slow  or  of  doubtful  value.  At  Kewanee  the  store  was  forced 
out  of  business.  In  other  cases  the  excessive  credit  grants  came 
as  the  result  of  "nibbling" — slowly  increasing  the  lines  of  credit 
to  members  until  all  restrictions  were  swept  aside.1  This  condi- 
tion was  prevalent  at  Brubaker,2  Mark,  Gillespie,  Royalton, 
Burgess,  Butler,  Beckemeyer,  Cherry,  Mason  City,  Minonk,  Par- 
nell,  Roodhouse,  Sawyerville,  Sesser,  Springfield,  and  Herrin. 
In  still  other  cases  members  purposely  sought  credit  extension  to 
"eat  their  way  out  of  the  co-operative" — to  run  up  a  bill  equal  to 
their  capital  investment  and  then  quit.  The  Spring  Valley, 
Breese,  Freeburg,  Jacksonville,  New  Athens,  and  Assumption 
societies  encountered  this  difficulty  on  a  large  scale. 

The  principal  difficulties  with  the  granting  of  excessive  credit 
have  been  that  such  extensions  have  decreased  the  already  insuffi- 
cient working  capital  and  have  also  created  the  troublesome  prob- 
lem of  securing  the  payment  of  bills.  When  it  has  been  realized 
that  the  granting  of  credit  has  gone  too  far,  reform  movements 
have  swept  over  societies.  Most  often  this  reform  enthusiasm  has 
done  more  harm  than  good,  for  stringent  rulings  have  been  made 
which  have  antagonized  large  purchasers  whose  accounts  have 
been  slow.  The  decline  of  the  Gillespie  Co-operative  Society  be- 
gan with  the  curtailment  of  overextended  credit.  Witt  and  Gales- 
burg,  also,  found  curtailment  of  credit  an  unfortunate  remedy. 

Several  of  the  larger  societies,  however,  have  found  no  diffi- 
culty in  granting  credit  freely  to  members  (and  even  to  non- 
members).  Usually  losses  have  been  incurred,  but  it  has  been 
thought  that  sales  have  been  stimulated.  The  Christopher  so- 

1  The  private  trader  has  also  to  contend  with  this  problem,  for  unless  he  is 
alert,  some  customers  will  run  up  large  accounts  on  which  collection  will  be  difficult. 

2  At  the  Brubaker  society,  the  directors,  to  cover  excessive  credit  grants,  bor- 
rowed $8,000  from  bankers  on  personal  notes. 
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ciety  has  had  a  long  period  of  prosperity  under  a  credit  policy. 
The  Lombard  society  of  Herrin,  one  of  the  largest  co-operatives 
in  the  state,  has  given  liberal  credit  for  twenty  years.  At  Benld 
members  have  been  able  to  obtain  credit  freely.  The  Bloomington 
Co-operative  Society  has  experimented  by  operating  both  a  cash 
and  carry  and  a  credit  store.  The  manager  strongly  favors  credit 
operations.  Success  in  the  granting  of  credit  seems  to  appear  in 
societies  that  are  under  the  control  of  a  capable  manager  or  that 
have  a  strong  nationality  bond  between  members. 

It  appears  from  the  foregoing  discussion  that  the  granting  of 
credit  has  been  accompanied  by  difficult  problems.  Success  has 
accompanied  limited  grants  of  credits  to  shareholders.  The  co- 
operatives have  had  to  adapt  themselves  to  the  customs  of  the 
people.  Because  cash  store  competition  has  not  been  a  strong 
factor  in  the  past,  the  granting  of  credit  was  inevitable.  Though 
co-operators  have  desired  cash  dealings,  such  a  policy  has  proved 
most  embarrassing  to  such  societies  as  have  undertaken  to  follow 
it.1 

Another  financial  problem  which  co-operators  have  had  to 
meet  has  been  that  of  the  redemption  of  shares.  It  has  been  cus- 
tomary among  Illinois  co-operatives  to  redeem  shares  at  par,  ac- 
cording to  the  Rochdale  model.  This  policy  has  arisen  not  only 
from  the  traditional  feeling,  but  also  from  the  belief  that  added 
confidence  would  be  secured,  accompanied  by  larger  investment. 
Frequently,  however,  members  have  withdrawn  their  capital  at 
inopportune  times  and  have  caused  a  great  financial  strain  on  the 
co-operative — a  situation  not  greatly  different  from  a  run  on  a 
bank.  Thus,  when  a  false  rumor  was  spread  through  Farming- 
ton,  the  co-operative  society  was  once  reduced  to  sixteen  mem- 
bers and  narrowly  escaped  liquidation.  The  Gillespie  society  en- 

1  The  Decatur  society  found  that  a  cash  business  was  undermining  the  trade. 
The  Glen  Carbon  society  tried  cash  dealings  a  number  of  times,  only  to  abandon 
them.  The  Bloomington  society  has  found  its  cash  store  not  well  patronized. 
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countered  the  same  difficulty.  The  Kewanee  Co-operative  So- 
ciety was  not  even  so  fortunate  when  withdrawals  occurred  and 
went  down  despite  the  strong  financial  support  of  a  handful  of 
loyal  members.1  In  the  account  of  the  Sesser  Co-operative  So- 
ciety, page  000,  the  withdrawal  of  shares  in  its  period  of  difficulty 
will  be  noted.  At  Nokomis,  in  1919,  free  withdrawals  were  al- 
lowed at  par  even  when  the  book  value  of  shares  was  at  45  per  cent 
of  par.  The  Momence  society,  although  prosperous,  has  through 
withdrawals  dropped  from  120  to  88  members.  The  Riverton  so- 
ciety and  the  Champaign  society  were  early  endangered  by  with- 
drawals. 

The  result  has  been  a  growing  tendency  to  make  shares  non- 
withdrawable  or  to  require  notice.  It  has  been  customary,  how- 
ever, to  allow  free  withdrawals  if  the  society's  capital  has  been 
unimpaired,  and  if  earnings  have  been  favorable.  Some  societies 
have  differentiated  between  demands  which  have  arisen  from 
lack  of  confidence  and  those  which  have  come  from  a  real  need. 
Thus  if  a  member  were  to  leave  town  and  wished  to  withdraw 
his  investment,  it  would  be  permissible,  but  if  he  were  merely  dis- 
gruntled he  would  have  to  seek  a  purchaser  for  his  shares.2 

In  modern  business  careful  accounting  and  auditing  are  re- 
quisites to  good  business  management.  To  co-operative  societies 
control  is  no  less  important,  though  the  handling  of  auditing  and 
accounting  have  always  been  difficult  problems  for  the  newly 
organized  co-operative  society.  Accounting  has  typically  been  of 
the  single  entry  variety  and  had  differed  in  some  degree  with  each 
society.3  In  191 5  Duncan  McDonald  devised  an  accounting  sys- 

1  An  unsuccessful  strike  at  the  Walworth  Manufacturing  Company  brought  a 
split  in  the  membership  and  many  withdrew  their  investment. 

2  Some  societies  have  been  in  the  practice  of  redeeming  shares  rather  than  to 
allow  the  possibility  of  letting  the  shares  fall  into  hostile  hands.  Often  the  society 
retains  the  first  option  of  purchase.  See  chap.  xvi. 

3  Though  the  accounting  systems  of  co-operatives  have  been  rather  unsatis- 
factory, it  is  likely  that  a  survey  of  the  systems  used  by  private  competitors  would 
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tern  which  found  its  way  into  many  stores.1  The  Central  States 
Co-operative  Wholesale  Society  also  has  a  scheme  especially 
adapted  to  its  branch  stores.2  For  local  stores  a  record  of  cash 
received  and  cash  paid  out,  together  with  files  for  members'  ac- 
counts and  a  spindle  for  unpaid  bills,  have  frequently  constituted 
the  books  of  the  society.  Occasionally,  however,  as  at  Champaign, 
the  store  has  been  entangled  in  a  mass  of  accounting  which  has 
been  both  expensive  and  needless.3 

Coupled  with  this  limited  use  of  accounting  has  been  inade- 
quate auditing.4  W.  C.  Sharpe,  who  had  served  as  an  auditor  for 
the  District  Mine  Workers,  was,  about  191 5,  pressed  into  the  co- 
operative service  and  gave  some  splendid  exhibits  of  how  audit- 
ing should  not  be  done.  A  fair  illustration  was  his  auditing  of  the 
books  of  the  Sesser  Co-operative  Society,  balance  sheets  of  which 
have  been  shown  on  page  210.  To  arrive  at  the  gross  profit  of  the 
society,  Mr.  Sharpe  computed  the  cost  of  sales  by  adding  the  pur- 
chases to  the  " total  assets"  at  the  close  of  the  previous  period  and 
subtracting  the  " total  assets"  as  of  the  date  of  the  audit.  After 
three  years  of  this  treacherous  accounting  (which  showed  excel- 
lent gains  as  long  as  a  society  continued  to  purchase  goods  on 
credit  on  a  large  scale),  Mr.  Sharpe  awoke  to  his  mistake,  in 
November,  191 7,  when  he  discovered  that,  by  his  accounting 
method,  he  would  have  to  show  a  loss  of  over  $1,000  for  the 
Sesser  society.  Not  wishing  to  be  so  inconvenienced,  he  shifted  to 


show  even  less  adequate  accounting  control.  In  the  private  store,  however,  less 
accounting  control  is  needed,  for  the  owner-manager  tends  to  be  in  very  close  touch 
with  current  operations. 

1  For  description,  see  p.  254.  a  For  description,  see  p.  254. 

3  See  Appendix  A. 

4  In  the  small  private  retail  store,  auditing  by  outsiders  seldom  occurs.  Al- 
though it  is  in  all  cases  highly  desirable,  the  private  dealer  finds  it  less  essential 
than  the  co-operative.  The  private  enterprise  does  not  have  a  large  body  of  share- 
holders to  satisfy  and  does  not  usually  have  a  hired  manager  whose  operations  need 
to  be  checked. 
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the  proper  method  and  computed  the  cost  of  goods  sold  by  adding 
the  purchases  to  the  previous  inventory  and  subtracting  the  pres- 
ent inventory.  Thus,  he  was  able  to  cover  up  the  showing  of 
losses  from  the  current  operation  though  he  was  unable  to  repair 
the  damage  which  had  been  previously  wrought.  By  March, 
19 18,  Mr.  Sharpe  had  forgotten  his  lesson  and  audited  the  books 
of  the  Christopher  society  in  the  old  way. 

Since  Mr.  Sharpe  audited  co-operative  books  throughout 
central  and  southern  Illinois  during  a  period  of  five  years,  the 
extent  of  the  damage  may  well  be  imagined.  Mr.  Sharpe,  it  will 
be  remembered,1  was  a  joint  participant  in  the  blunder  which 
kept  the  appalling  financial  condition  of  the  Central  States  Co- 
operative Wholesale  Society  from  light  for  several  years. 

The  mortality  caused  by  faulty  accounting  and  auditing  has 
been  difficult  to  trace,  but  it  is  believed  to  have  been  of  great  im- 
portance in  the  failure  of  many  societies.  Not  less  significant  has 
been  its  limiting  effect  on  surviving  societies.  At  Danville  the  so- 
ciety failed  when  the  control  system  broke  down  after  five  stores 
had  been  opened.  At  Gillespie  the  auditing  has  been  so  poor  that, 
unknowingly,  purchase  dividends  have  frequently  been  paid  out 
of  reserves.2  At  Farmington  the  manager  even  convinced  the 
directors  that  audits  should  be  taken  at  retail  price.  In  time  of 
depression  the  auditors  at  the  request  of  the  management  and 
directors  have  frequently  been  prone  to  show  unearned  surpluses 
or  to  cover  up  losses.  Thus,  at  Odin  and  at  Ladd  a  bad  situation 
was  knowingly  concealed  for  a  number  of  years.  Moreover,  little 
publicity  has  attended  the  reports  in  case  of  losses.  The  Mount 
Olive  society  has  continually  failed  to  publish  reports  during 
periods  of  losses.3  The  same  has  been  true  at  Galesburg.  The 

1  See,  above,  p.  63. 

3  The  Gillespie  experience  is  of  particular  interest.  See  Appendix  A. 
3  The  Bloomington  society  has  hesitated  to  publish  its  reports  feeling  that  com- 
petitors might  get  a  line  on  its  situation. 
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most  extreme  case  has  been  at  the  Forest  City  society  where  the 
manager  has  done  his  own  auditing.  In  most  cases,  however,  the 
manager  has  totaled  the  inventory  and  has  supplied  unsupported 
figures.  Because  of  this,  other  audits  have  not  been  of  great  value. 
At  Pontiac,  no  audits  were  had  for  four  years  in  a  business  with 
$123 ,000  of  invested  capital.  When  an  inventory  was  finally  taken 
the  cost  figures  were  used  (in  a  period  of  declining  prices)  which 
made  the  inventory  almost  meaningless. 

One  may  contrast  this  condition  with  that  at  Villa  Grove 
where  complete  publicity  has  attended  the  audit  and  where  the 
auditing  has  been  done  by  an  experienced  auditor.  Auditing,  like 
most  phases  of  co-operative  management,  has  been  constantly  im- 
proving. Mr.  Sharpe  has  been  replaced  by  a  far  more  competent 
auditor,1  and  more  trust  has  come  to  be  placed  in  certified  public 
accountants,  who  were  earlier  thought  to  be  enemies  of  the  move- 
ment.2 The  Central  States  Co-operative  Wholesale  Society  under 
its  new  management  has,  indeed,  opened  up  an  excellent  account- 
ing bureau.  This  bureau,  however,  has  not  been  well  patronized 
and  much  remains  to  be  done  to  improve  the  character  of  the 
accounting  and  the  auditing  of  Illinois  co-operatives. 

c)  Personnel  policies  of  the  co-operative. — Co-operative  man- 
agement has  been  at  best  a  hard  task.  The  manager  is  the  agent 
of  the  members  and  must  satisfy  their  rather  exacting  demands  if 
he  is  to  remain  in  their  employ.3  As  most  co-operatives  have  been 
small  establishments,  the  manager  has  usually  aided  in  caring  for 
the  trade  and,  in  addition,  has  planned  the  buying,  has  directed 
(or  cared  for)  the  bookkeeping,  and  has  come  before  the  board  of 
directors  and  the  membership  with  reports  as  to  the  conduct  of  the 
business. 

1  James  Box.  2  See  p.  75. 

3  There  has  been  a  tendency  for  members  to  demand  immediate  and  personal 
attention  from  the  co-operative  manager.  This  tendency  was  so  marked  in  the 
Central  States  Co-operative  Wholesale  Society  that  Manager  McKechan  was  forced 
to  spend  much  time  traveling  about  settling  local  problems. 
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The  co-operative  manager  has  usually  been  hired  by  the 
board  of  directors.  Ordinarily  he  will  either  be  a  former  member 
of  the  board  or  an  outsider  who  is  known  to  the  board.  It  has 
not  been  usual,  however,  to  choose  as  grocery  manager  a  man 
experienced  in  private  trade,  as  considerable  prejudice  has  been 
felt  against  such  persons.  In  coal  mining  towns,  coal  miners  have 
often  been  brought  out  of  the  mines  by  their  fellows  to  run  the 
store.1  Such  a  move  has  usually  met  with  failure2  although  not- 
able exceptions  are  found. 

The  record  of  Illinois  co-operative  managers  for  competency 
and  honesty  has  been  only  a  fair  one.  In  the  boom  period  for  co- 
operation (1915-20)  societies  could  not  be  too  exacting,  since  the 
competition  for  men  was  great.  As  a  consequence,  many  co- 
operatives hired  men  of  inferior  ability. 

A  society  with  a  poor  or  dishonest  manager  has  suffered 
greatly.  Lacking  effective  accounting  control,  it  was  very  difficult 
to  measure  efficiency  or  integrity.  Consequently,  management  by 
incompetent  persons  was  a  significant  element  in  the  failure  of  29 
co-operatives.  Dishonest  management  appeared  in  the  failure  of 
15  societies.3 

The  financial  aspects  of  this  incompetency  have  been  discus- 
sed in  an  earlier  section.4  The  characteristic  overstocking  has  been 
a  direct  reflection  of  the  pressure  of  aggressive  salesmanship  upon 
incompetent  managers.  The  case  of  the  former  manager  of  the 
Breese  Co-operative  Society  who  bought  $1,000  of  soap  to  supply 
a  membership  of  149,  is  one  which  has  many  parallels  in  the 
Illinois  experience. 

1 M.  P.  Murray,  manager  of  the  successful  Riverton  society,  came  from  the 
Illinois  mines;  H.  L.  Groteka  at  Glen  Carbon  was  also  a  miner;  George  Anheuser 
organized  the  Mascoutah  society  to  relieve  himself  of  mine  work;  and  Robert 
McKechan  at  Gillespie  abandoned  mining  to  take  up  co-operative  management. 

2  This  was  true,  for  example,  at  Christopher,  Oglesby,  and  Eldorado. 

3  The  question  of  honesty  in  management  will  be  discussed  in  a  later  section. 
See  pp.  224-225. 

*  See  pp.  206  f. 
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Many  managers  have  also  been  heavy  drinkers  and  by  their 
neglect  have  brought  difficulty  to  their  societies.  At  West  Frank- 
fort one  of  the  outstanding  leaders  of  the  early  Illinois  move- 
ment gave  way  under  the  temptation.  Wild  jaunts  were  fre- 
quently taken  by  managers  of  the  co-operative  societies  in 
Panama — the  home  of  John  L.  Lewis.  The  Roanoke  miners'  store 
encountered  a  similar  difficulty. 

To  protect  a  society  against  defalcations,  bonding  has  fre- 
quently been  resorted  to.  Though  the  moral  effect  of  such  bond- 
ing has  been  good,  to  the  writer's  knowledge,  no  bonding  claim 
has  ever  been  paid.  When  a  manager  has  defaulted,  the  true  situa- 
tion has  been  difficult  to  reveal  as  adequate  accounting  records 
have  been  lacking.  This  situation  has  released  the  bonding  com- 
pany from  its  obligations.  In  the  one  case  where  dishonesty  was 
clearly  shown,  that  of  the  Breese  Co-operative  Society,  the  bond- 
ing company  was  found  to  be  insolvent. 

Despite  the  lack  of  any  effective  check,  the  tendency  has 
clearly  been  to  place  an  increasing  share  of  responsibility  upon 
the  manager.  Workers  who  pilot  locomotives  or  dig  coal  have 
come  to  realize  more  fully  the  need  for  a  trained  specialist  for 
retail  store  operation.  Their  problem  has  come  to  be  that  of 
securing  and  maintaining  efficiency  in  management. 

Of  the  varied  attempts  made  to  secure  managerial  efficiency, 
a  high  wage  scale  appears  to  have  been  the  most  important. 
Though  the  writer  has  very  incomplete  data,  it  has  been  his  im- 
pression that  the  usual  manager  of  a  small  co-operative  store  has 
received,  relative  to  what  he  could  obtain  elsewhere,  high  pay- 
ment for  a  week's  work.1  Only  in  the  larger  co-operatives  may 
the  manager  be  said  to  be  paid  below  the  amount  to  which  his 
business  ability  would  competitively  entitle  him.  The  initiative 
for  a  higher  scale  of  payment  must  usually  come  from  the  man- 

1  It  should,  however,  be  noted  that  the  co-operative  manager  has  a  more  diffi- 
cult task  than  the  manager  of  a  private  store. 
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agement.  Up  to  a  certain  point,  increases  have  not  been  difficult 
to  obtain,  but  there  is  great  reluctance  to  allow  a  scale  of  pay  con- 
siderably above  that  of  the  members.  The  very  able  manager  of 
the  Farmington  Co-operative  Society  who  had  raised  the  purchase 
dividend  rate  to  10  per  cent,  resigned  in  1923,  after  he  had  been 
refused  an  increase.  The  managers  of  the  Schram  City  and  the 
Bloomington  Co-operative  societies  have  had  to  exert  great  pres- 
sure to  obtain  salary  increases.1 

Other  methods  have  also  been  used  to  secure  managerial  effi- 
ciency. The  Italians  at  Christopher  have  insisted  upon  the  supe- 
riority of  women  managers.  At  Colchester  the  directors  have 
placed  the  store  in  the  joint  control  of  two  managers.  At  Farm- 
ington each  of  three  departments2  has  a  separate  manager  who  re- 
ports directly  to  the  board.  At  Cooks ville  the  manager  receives 
as  his  salary  a  percentage  of  the  sales.  At  Ava  the  manager  (and 
clerks)  receive  a  bonus  on  the  excess  of  the  current  year's  sales 
over  those  of  previous  years. 

As  for  co-operative  clerks,  their  status  has  been  somewhat 
more  favorable  than  that  of  fellow-workers  in  private  industry. 
They  have  been,  for  the  most  part,  more  secure  in  their  tenure  of 
positions.  They  have  been  allowed,  and  even  encouraged,  to  or- 
ganize in  trade  unions.  Wages  appear  to  have  been  higher  than 
those  paid  by  competitors.3  The  hours  worked  have  not  been 
greatly  different  from  those  in  competing  businesses.4 

Among  larger  societies  the  tendency  has  been  to  hire  non- 
members  as  clerks  and  thus  avoid  the  insubordination  and  fric- 
tion which  has  appeared  inevitable  when  the  children  of  members 

1  In  contrast  to  the  above,  it  is  interesting  to  note  that  the  manager  of  the  Glen 
Carbon  society  in  its  early  history  had  his  pay  reduced  from  $100  a  month  to  $40 
a  month  during  a  strike. 

3  Groceries,  meats,  and  dry  goods. 

3  This  impression  is  reflected  in  the  higher  wage  cost  of  goods  sold.  See  p.  275. 

4  In  some  societies,  as  at  Staunton,  the  co-operative  has  been  instrumental  in 
reducing  the  hours  of  labor  in  all  stores. 
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are  clerks.1  Meetings  of  employees  as  an  educational  policy  have 
been  only  infrequently  attempted.  At  Bloomington  such  meet- 
ings were  tried  but  were  later  abandoned  when  the  management 
found  that  directors  were  using  the  time  to  offer  compaints.  At 
Villa  Grove  the  clerks  have  been  required  to  study  works  on  co- 
operation. 

Although  little  personnel  work  has  been  done  in  an  organized 
way,  there  appears  to  have  been  a  certain  desire  for  service  which 
has  hardly  been  characteristic  of  private  business.  Some  of  the 
spirit  of  co-operation  has  penetrated  to  the  working  force. 

d)  The  human  element  in  co-operation. — Co-operatives  have 
not  been  confronted  with  administrative  problems  alone.  Indeed, 
among  the  most  perplexing  have  been  those  brought  about  by 
the  human  element  in  co-operation.  Men's  motives  are  diverse 
and  conflicting.  Nowhere  has  this  fact  been  clearer  than  in  the 
co-operative  movement.  Some  have  come  into  the  movement 
with  the  desire  for  power,  others  from  self-interest,  others  in  a 
spirit  of  association,  and  a  few  to  aid  in  social  reform.  Thus,  like 
all  human  institutions,  the  co-operative  movement  has  been  a 
center  of  conflict. 

Only  through  such  conflict,  costly  as  it  is,  can  progress  in  co- 
operation be  effected.  Accordingly,  one  should  not  judge  from 
the  disappointing  account  which  follows,  that  the  situation  has 
been  a  hopeless  one.  Some  progress  has  been  made.  The  human 
element,  however,  should  be  clearly  recognized  as  a  limiting 
factor^ 

Conflict  has  never  ceased  in  the  struggle  for  power  in  the 
Illinois  co-operative  movement.  The  Central  States  Co-operative 
Wholesale  Society  development  has  been  a  succession  of  contro- 
versies. In  1920  President  Walker  and  Secretary  McDonald  were 
rival  candidates  for  the  presidency  of  the  Illinois  State  Federa- 
tion of  Labor.  In  a  bitter  conflict  over  that  office,  Mr.  Walker 

1  This  practice  has  been  followed  at  Bloomington  and  Clinton. 


PROBLEMS  OF  ORGANIZATION  AND  OPERATION        223 

accused  Mr.  McDonald  of  having  appropriated  some  of  the  funds 
of  the  co-operative  wholesale.1  Mr.  McDonald  was  equally  in- 
sistent that  the  president  was  losing  his  mind.2  The  same  year 
brought  President  Walker  into  controversy  with  President  War- 
basse  of  the  Co-operative  League  and  the  latter  was  termed  the 
head  of  "a  philanthropic  circle  of  meddlers."3  Shortly  thereafter 
Manager  McKechan  of  the  wholesale  took  up  arms  in  support  of 
his  auditor,  William  Orr,  against  Manager  Shanks  of  the  Dan- 
ville branches  and  a  heated  fight  followed.  Furthermore,  the 
leaders  in  the  Central  States  society  began  an  effective  war 
against  the  National  Co-operative  Association  of  Chicago. 

By  1922,  certain  local  forces  had  begun  to  concentrate  against 
the  Central  States  wholesale.  Thus,  at  Mascoutah  George  An- 
heuser  led  a  movement  against  Manager  McKechan  of  the 
wholesale  which  culminated  in  McKechan 's  forced  resignation. 
The  year  1922  was  also  featured  by  fights  of  the  new  manager 
of  the  wholesale,  John  Numnivuori  (and  his  assistant,  A.  W. 
Warinner)  against  a  group  of  directors  led  by  Al.  Towers  and 
John  R.  Schaefer — a  protracted  conflict  which  also  involved  J. 
P.  Warbasse  of  the  Co-operative  League  and  Walter  Nesbit  of 
the  Illinois  Mine  Workers.  Even  in  1923  the  conflict  of  personali- 
ties among  Central  States  leaders  was  marked  and  only  the  slight- 
est provocation  was  needed  for  another  outbreak.4 

In  Chicago  the  National  Co-operative  Association  movement 
was  shaken  by  the  same  sort  of  conflicts.  At  times  local  groups 
worked  against  the  central  office,  conspiracies  and  counter-con- 
spiracies were  rife,  and  the  outcome  of  the  struggle  for  dominance 
was  uncertain.  In  its  dealings  with  other  organizations  not  only 
did  this  movement  come  into  conflict  with  the  Central  States  Co- 

1  Letter  of  John  H.  Walker  to  Dr.  Fred  B.  Fisher,  January  29,  1920. 

2  Letter  of  Duncan  McDonald  to  Robert  McKechan,  February  7,  1920. 

3  Letter  of  John  H.  Walker  to  Robert  McKechan,  September  22,  1920. 

4  See  chaps,  vi  and  vii. 
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operative  Wholesale  Society;  but  it  was  also  bitterly  opposed  by 
Dr.  Warbasse  and  the  Co-operative  League.  At  the  1920  Co-opera- 
tive Congress  the  delegates  of  the  National  Association  were  un- 
seated because  of  this  antagonism.1  Even  before  the  Congress 
they  had  proceeded  to  set  up  the  Ail-American  Co-operative  Com- 
mission— a  dual  co-operative  educational  organization.2 

In  the  local  situations  conflicts  have  been  equally  frequent.  At 
Galesburg,  for  example,  Manager  Sjodin  and  Secretary  Walker 
have  been  opponents  for  more  than  five  years — Secretary  Walker 
unsuccessfully  attempting  to  remove  Sjodin  from  the  board  of 
directors.  At  Bloomington  the  president  and  the  manager  in  1922 
had  a  protracted  controversy  which  was  really  a  struggle  for 
power.  At  Danville,  Roy  Shanks  and  L.  R.  Maupin,  two  man- 
agers, came  into  serious  conflict.  At  Gillespie  leadership  has  fre- 
quently been  disputed.  At  Virden  Auditor  Sharpe  and  Manager 
Frankie  came  into  disagreement  over  an  audit.  At  Farmington 
the  secretary,  in  1924,  resigned  following  a  conflict  with  another 
director.  In  the  Farmers'  Union  the  Doyle  group  was,  after  a  con- 
test, finally  ousted  by  its  opponents. 

Personal  animosities  and  prejudices  have,  indeed,  been  com- 
mon. A  certain  amount  of  controversy  appears  to  have  acted  as 
a  tonic  to  the  movement,  for  it  has  brought  forward  the  issues  over 
which  co-operative  leaders  have  been  divided.  Most  of  the  con- 
troversies, however,  cannot  be  traced  to  co-operative  issues;  in- 
stead they  have  been  struggles  for  power.  In  many  cases  the 
effect  has  been  disastrous. 

Other  personal  motives  have  also  played  an  unfortunate  part 
in  the  Illinois  situation.  The  desire  for  personal  aggrandizement 
has  greatly  injured  the  cause.  Corruption  and  favoritism  have 
frequently  been  present.  Dishonesty  on  the  part  of  co-operative 

1  The  League  felt  that  the  National  Association  was  not  being  honestly  con- 
ducted. 

2  See  chap.  viii. 
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managers  has  been  present.  Thus,  at  Panama  managers  have  fre- 
quently embezzled  large  sums.1  At  Coulterville  the  manager 
started  a  moving  picture  show  from  the  proceeds  of  his  stealings.2 
At  Tovey,  in  1920,  a  fake  robbery  was  reported  to  cover  up  a 
shortage  and  at  Roanoke  a  manager  made  a  considerable  haul.3 

Much  of  this  dishonesty,  however,  has  been  of  another  char- 
acter. Managers  at  Breese,  Herrin,  and  Mark  held  up  invoices 
of  goods  purchased  to  make  a  favorable  showing.  At  Livingston 
the  manager  hid  merchandise  when  the  stock  was  purchased  from 
another  co-operative  organization.4 

In  some  cases  nepotism  has  been  resorted  to.  Manager 
McKechan  of  the  Central  States  Co-operative  Wholesale  Society 
placed  his  inefficient  daughters  in  the  wholesale  office  and  refused 
to  discharge  his  untrustworthy  son-in-law  despite  repeated  short- 
ages in  branch  stores  under  the  son-in-law's  management.  The 
Bloomington  Co-operative  Society's  president  had  his  son  as  a 
clerk  in  violation  of  the  by-laws  of  the  organization.5  The  vice- 
president  of  the  Villa  Grove  society,  in  191 9,  had  his  son  as  man- 
ager—an appointment  which  nearly  resulted  disastrously  for  the 
organization.6 

The  foregoing  facts  have  not  been  pleasant  to  recall.  Like- 
wise, it  will  not  be  satisfying  to  observe  that  many  co-operative 
societies  have  been  launched  by  individuals  who  have  sought  per- 
sonal gain.  But  such  has  been  the  case.  The  Burgess  and  New 
Windsor  societies  came  into  existence  through  stock  promoters 
who  split  the  profits  with  the  merchants  whose  goods  were  sold  to 
the  co-operatives  at  fancy  prices.  The  Stronghurst  organization 
was  built  up  by  an  ex-soldier  and  grocer  who  placed  themselves  in 
control.  The  Mascoutah  store  came  partly  as  a  result  of  the 
ambition  of  a  coal  miner  to  avoid  hard  mine  work. 


1  See  Appendix  A;  also  p.  205. 

«  Ibid. 

2  See  Appendix  A. 

s  Ibid. 

3  Ibid, 

6  Ibid. 
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But  despite  all  of  this  self-seeking,  there  has  also  been  dis- 
played in  the  co-operative  movement  much  of  the  spirit  of  social 
service.  Only  in  this  way  can  one  explain  the  painstaking  care 
of  local  secretaries,  the  faithful  attendance  of  unremunerated 
directors,  the  patient  struggle  of  overworked  managers,  and  the 
enthusiasm  of  co-operative  organizers.  Many  of  these  men  have 
had  in  mind  a  better  order  of  things— a  changed  society.  The 
courtesy  and  openness  with  which  one  is  greeted  and  the  faith 
expressed  in  the  movement  have  been  hopeful  signs.  Such  leaders 
of  the  Illinois  movement  as  Duncan  McDonald,  Roy  Shanks, 
John  H.  Walker,  Dr.  G.  L.  Kennedy,  L.  J.  Salch,  and  A.  W. 
Warinner  —to  name  only  a  few — have  obtained  little  recompense 
for  the  time  that  they  have  spent.  Indeed,  many  of  them  have 
received  nothing.  Their  remuneration  has,  instead,  come  from 
their  power  and  from  the  satisfaction  of  rendering  what  they  have 
felt  to  be  a  social  service. 

Likewise,  members  of  the  societies  have  not  always  been  self- 
ish "dividend  chasers."  The  propaganda  spirit,  later  described,1 
has  been  conspicuously  present.  The  fact  has  been  that  an  in- 
creasing number  of  members  have  come  to  seek  a  more  satisfying 
economic  order.2  They  have,  moreover,  met  together  to  settle 
common  problems  and  have  thus  taken  the  first  step  toward 
community  organization.  It  has  been  difficult  to  break  away  from 
the  prevalent  self-seeking  individualism,  but  a  start  toward  joint 
action  has  at  least  been  made. 

e)  Unemployment  and  migration. — The  problem  of  unemploy- 
ment has  been  a  difficult  one  for  Illinois  co-operatives,  especially 
among  the  coal  miners'  organizations.  When  men  have  not  been 
able  to  work,  their  purchasing  has  obviously  diminished.3  Con- 

1  See  p.  237. 

2  Co-operatives  have  also  aided  needy  members  and  have  aided  the  cause  of 
organized  labor  in  financing  strikes. 

3  The  standard  of  living  appears  to  decline  rapidly  rather  than  to  remain  at 
the  same  point  through  the  use  of  savings. 
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sequently,  when  unemployment  has  occurred,  all  business  in  the 
neighborhood  has  suffered.  Many  co-operatives,  inexperienced  in 
financing,  have  been  unable  to  carry  on  with  the  additional 
burden  of  advancing  credit  to  unemployed  members. 

In  the  early  days  of  the  expansion  of  co-operation,  unemploy- 
ment was  a  considerable  problem  in  some  coal  mining  towns. 

In  the  six  years  preceding  the  war  (1910-1915)  no  Illinois  mines  were 
closed  down  or  abandoned.  This  marked  the  extreme  level  of  depression  in 
Illinois  coal  industry  up  to  that  time  and  at  the  end  of  that  period,  24  com- 
panies, operating  59  mines,  were  placed  or  continued  in  bankruptcy  or  re- 
ceivership, and  some  half-dozen  additional  properties  were  later  compelled 
to  close  down.  The  total  valuation  of  these  59  mines  as  evidenced  by  out- 
standing stocks  and  bonds  approximated  $28,ooo,ooo.1 

The  war,  however,  brought  a  brisk  coal  trade  with  an  accom- 
panying increase  in  the  number  of  mines  and  miners.  This  ex- 
pansion, indeed,  continued  substantially  unchecked  until  the 
crisis  of  1920.  From  1920  to  1922,  the  coal  trade,  in  common  with 
most  other  Illinois  industries,  went  through  an  exceedingly  diffi- 
cult period.  Thousands  were  out  of  work.  From  1922  to  1924, 
the  Illinois  mining  trade  has  become  steadily  worse  although  other 
lines  of  business  have  shown  substantial  improvement.  The  Na- 
tional City  Bulletin  of  December,  1923,  said  of  the  coal  trade: 
"The  developments  of  the  last  six  months  would  indicate  that  so 
far  as  closing  of  mines  is  concerned,  the  showing  of  the  above 
mentioned  six-year  period  will  be  duplicated  in  the  present  slump 
in  a  single  year,  or  at  most,  two." 

The  number  of  operating  mines  in  Illinois  was  reduced  20  per 
cent  during  1923  and  those  left  in  operation  were  producing  little 
more  than  a  third  of  their  capacity  output.  Moreover,  there  was 
much  unevenness  in  the  distribution  of  work.  Steady  work  was 
reported  in  the  mining  towns  which  were  supplying  fuel  for  the 
railroads.  A  number  of  the  mines  which  were  owned  by  power 
companies  were,  likewise,  operating  at  full  capacity.  On  the  other 

1  Statements  quoted  in  the  National  City  Bulletin.  December,  1923,  p.  179. 


228     CONSUMERS'  CO-OPERATIVE  MOVEMENT  IN  ILLINOIS 

hand,  many  mines  which  were  competing  for  business  in  the  open 
market  found  it  impossible  to  operate  at  a  profit. 

In  view  of  these  conditions,  coal  miners  in  Illinois  were  having 
a  hard  struggle  to  obtain  work.  Some,  indeed,  have  only  been 
able  to  find  employment  at  a  considerable  distance  from  their 
homes.  For  the  greater  number,  the  depression  in  the  industry  has 
meant  working  one  or  two  days  in  the  week. 

What  have  been  the  effects  of  this  extensive  unemployment 
on  co-operative  enterprises?  Concerning  this,  one  may  say:  (i) 
that  co-operatives  have  found  the  percentage  of  their  operating 
costs  rising  as  trade  fell  off  in  slack  times;  (2)  that  members  of  co- 
operatives have  been  inclined  to  ask  for  further  extensions  of 
credit  and  have  frequently  reduced  or  withdrawn  their  invest- 
ment; and  (3)  that  co-operatives  have  sometimes  closed  through 
discouragement  as  to  the  future  outlook — there  being  little  inter- 
est in  the  store.  At  Girard,  at  Lincoln,  at  Cherry,  and  at  Stand- 
ard, stores  were  dissolved  largely  because  of  unemployment  of 
members.  At  Witt  four  years  of  unemployment  have  inevitably 
brought  on  rising  costs  of  doing  business  and  a  struggle  for 
existence.  The  condition  of  this  society  is  but  illustrative  of  the 
status  of  others  in  the  mining  region.1 

In  the  reorganization  of  the  Central  States  Co-operative 
Wholesale  Society  it  was  found  that  many  groups  were  so  impov- 
erished or  discouraged  that  they  could  not  take  over  the  local 
stores.  Some  local  groups  that  did  buy  out  the  branches  of  the 
wholesale — Percy,  for  example — feared  that  continued  unemploy- 
ment would  wreck  the  enterprise. 

Generally  the  reserve  funds  of  the  co-operatives  have  been 
small,  credit  has  already  been  extended  to  the  limit  of  safety,  and 
with  the  burden  of  unemployment  added  the  life  of  the  organiza- 
tions has  been  greatly  endangered.  This  fact  has  been  especially 
true  of  co-operatives  in  towns  dependent  upon  one  industry. 

1  For  complete  analysis,  see  Appendix  A. 
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Illinois  has  especially  felt  the  problem  through  the  great  unem- 
ployment in  mining  centers.  One  can  only  voice  the  opinion  that 
the  problem  of  unemployment  goes  far  beyond  the  reach  of  the 
co-operative  movement.  It  is  a  problem  with  which  co-operatives 
will  have  to  contend  by  setting  up  adequate  reserves  whenever 
possible  and  by  concentrated  support  of  their  own  organizations.1 

Migration,  like  unemployment,  has  been  a  significant  factor 
in  the  Illinois  co-operation  situation.  There  has  been  consider- 
able mobility  in  the  American  population,  and,  consequently,  the 
turnover  in  co-operative  membership,  though  difficult  to  meas- 
ure, is  generally  regarded  as  high.  In  the  coal  mining  regions,  the 
abandonment  of  the  LaSalle  district  mines  has  brought  a  con- 
tinued flow  of  miners  to  the  southern  part  of  the  state.  Older  min- 
ing centers,  such  as  Cherry,  Ladd.  Streator,  and  LaSalle,  have 
given  way  to  superior  veins  about  Springfield,  and  in  the  Frank- 
lin and  Williamson  County  districts. 

It  has  appeared  that  migration  has  brought  the  greatest 
injury  to  the  movement  when  it  has  left  the  co-operative  society 
without  a  leader.  In  the  northern  Illinois  coal  districts  the  stores 
rapidly  failed  or  closed  out  when  Matthew  Vitton  and  other  lead- 
ers moved  farther  south.2  At  Schram  City  the  society  nearly  failed 
when  the  old  officials  moved  elsewhere  and  their  successors  were 
less  careful  in  keeping  adequate  reserves. 

In  the  larger  cities,  such  as  Chicago,  one  would  expect  that 
migration  would  be  still  more  injurious  to  co-operative  action. 
Rent  changes  have  caused  families  to  keep  on  the  move.  A  shift 
of  a  few  blocks  places  a  person  in  an  entirely  different  shopping 

1  Some  notable  co-operative  successes  have  been  achieved  in  the  recent  de- 
pression. The  Taylor  Springs  society  has  steadily  gained  strength  in  that  period. 
The  Maryville  has  had  a  consistently  good  showing.  At  Farmington,  the  co- 
operative society  has  been  paying  10  per  cent  purchase  dividends  through  the  de- 
pression period.  Superior  co-operative  management  has  been  able  to  withstand  the 
difficulties.  Also  see  p.  272. 

2  For  example,  the  Cedar  Point  and  Standard  co-operative  societies. 
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district.  To  retain  the  old  ties,  despite  added  inconvenience,  re- 
quires considerable  loyalty  on  the  part  of  members.  Furthermore, 
the  feeling  that  one's  present  residence  is  for  only  a  short  time 
brings  slight  interest  in  co-operative  organization.  Little  com- 
munity spirit  can  be  present. 

/)  Unionism  and  co-operation.— Another  significant  problem 
which  co-operatives  have  had  to  meet  has  been  that  of  securing  a 
proper  relationship  between  unionism  and  co-operation.  In  the 
close  association  which  has  in  the  past  existed  between  trade 
unionism  and  co-operation,  the  latter  has  been  comparatively  de- 
pendent upon  the  former.  Co-operation  has  drawn  its  leadership 
from  unions,  and,  in  many  cases,  it  has  achieved  its  organization 
through  the  solidarity  and  economic  gains  of  unionism.1  The 
union  meeting  has  often  been  a  recruiting  ground  for  co-operation 
members.  The  union  has,  also,  frequently  advanced  large  sums 
of  money  for  co-operative  development.  Furthermore,  co-opera- 
tion has  secured  the  unqualified  indorsement  from  such  union 
organizations  as  the  American  Federation  of  Labor,  the  Illinois 
State  Federation  of  Labor,  and  the  United  Mine  Workers.  Such 
organizations  have  urged  their  members  to  investigate  the  move- 
ment as  a  means  of  increasing  real  income.  The  American  Fed- 
eration of  Labor  has,  indeed,  appointed  a  Bureau  of  Co-oper- 
ative Societies,  consisting  of  George  W.  Perkins  (chairman), 
John  H.  Walker,  J.  J.  Manning,  W.  D.  Mahon,  Elizabeth  Christ- 
man,  and  A.  E.  Holder.  No  funds,  however,  have  been  available 
for  the  use  of  the  committee  and  little  has  been  done.  The  Illinois 
State  Federation  of  Labor  has,  also,  had  a  co-operative  committee,2 
but  it,  likewise,  has  been  inactive  save  for  an  annual  report  to 
the  convention. 

We  have  already  had  occasion  to  observe  the  leadership 

1  All  too  frequently,  the  evils  in  union  organization  have  been  grafted  onto  the 
co-operative. 

2  Al.  Towers,  chairman. 
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furnished  to  co-operation  through  the  unionist  movement.1  The 
advantages  for  co-operative  organization  furnished  by  a  strong 
union  group  are  equally  clear.  There  remain  to  be  discussed  the 
limitations  which  have  been  imposed  on  co-operation  through  its 
close  contact  with  organized  labor.  Such  limitations  may  be  (1) 
those  resulting  from  union  control;  (2)  those  resulting  from  union 
investment;  and  (3)  those  resulting  from  strikes  and  lockouts. 

Illinois  co-operatives  have  suffered  from  difficulties  of  the  first 
type.  As  early  as  1915,  W.  C.  Sharpe  was  furnished  as  auditor 
to  Illinois  co-operatives  by  the  United  Mine  Workers  (District 
12) .  Incalculable  damage  was  visited  upon  the  co-operative  move- 
ment by  Mr.  Sharpe.  Several  fair  samples  of  his  handiwork  have 
already  been  given.2  Mr.  Sharpe,  although  nominally  an  auditor, 
was  actually  the  political  representative  of  President  Frank  Far- 
rington  of  District  12  of  the  United  Mine  Workers  and  his  travels 
through  mining  towns  made  him  a  valuable  force  in  the  Farring- 
ton  machine. 

When  the  Central  States  Co-operative  Wholesale  Society  ex- 
panded its  operations  by  the  use  of  union  funds,  it  proved  a  haven 
for  the  political  friends  of  Illinois  labor  leaders.3  Almost  the  en- 
tire auditing  force  consisted  of  henchmen  of  District  President 

1  See  chap,  iii  and  xiii. 

2  See  p.  216.  Other  examples  might  be  added.  In  auditing  the  books  of  the 
Beckemeyer  society  for  the  eighth  quarter  of  its  operation,  a  loss  of  $389.26  was 
shown.  The  loss  of  the  preceding  quarter  had  been  $434.53.  Mr.  Sharpe  curiously 
found  that  the  net  profit  for  the  eighth  quarter  was  the  difference,  or  $45.27.  In 
auditing  the  books  of  a  Christopher  store,  a  $5,000  loan  by  the  United  Mine  Workers 
was  treated  as  earned  income.  The  result  was  that  the  books  showed  a  $584.10 
profit,  instead  of  a  $4,515.90  loss.  On  the  books  of  the  same  store,  paid  bills  were 
carried  as  an  asset  of  $1,099.52. 

3  The  appointments  came  as  a  result  of  a  letter  of  John  R.  Schaefer  to  President 
Farrington  (April  9,  1920) :  "As  this  movement  is  practically  a  branch  of  the  Illinois 
Miners'  Union,  it  would  only  be  good  business  ethics  for  District  12  to  have  their 
own  representative  auditors  with  the  Central  States  ....  in  order  that  the  stores 
be  carefully  audited  every  thirty  days  and  carefully  supervised. 
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Farrington.  Their  auditing  ability  was  very  deficient.1  The  offi- 
cials of  the  Central  States  Wholesale,  moreover,  were  labor  lead- 
ers. Some  of  them,  like  President  John  H.  Walker,  were  sincere 
and  devoted  to  the  movement.  Others  sought  good  jobs  and,  when 
the  organization  went  into  receivership  in  1922,  the  new  manage- 
ment found  difficulty  in  freeing  the  society  from  what  were  de- 
scribed as  "broken-down  labor  skates."3 

Even  the  purchasing  policy  of  the  organization  was  shaped  by 
the  union  control.  On  December  22,  1919,  President  Frank  Far- 
rington of  the  District  Miners  wrote  the  Central  States  wholesale 
manager:  "This  will  introduce  a  relative  of  mine,  Mr.  Edward 
W.  Genseke,  who  is  in  the  soap  business.  If  the  opportunity  pre- 
sents itself,  1  shall  be  glad  to  reciprocate  any  favors  shown  him  or 
consideration  given  him."  To  this,  Manager  McKechan  replied: 
"Any  gentleman  you  recommend  to  me  will  be  given  courteous 
treatment  and  if  it  is  at  all  possible  I  will  give  their  orders  prefer- 
ence to  others  that  are  not  recommended."3  The  outcome  was 
described  by  a  later  manager  of  the  wholesale:  "McKechan 
bought  two  carloads  of  the  soap.  It  was  a  poor  seller  in  most 
localities.  In  my  judgment,  it  was  of  impossible  quality.  The 
price  was  reasonable."4 

The  above  are  fair  samples  of  the  results  of  an  extensive  con- 
trol of  co-operatives  by  trade  unions.  The  union  political  ma- 
chines have  included  the  co-operatives  in  their  sphere  of  activity.5 

Even  when  the  union  has  invested  money  in  a  co-operative, 
it  has  subjected  the  co-operative  to  difficulty.  Ordinarily  the 
union  has  been  divided  between  a  majority  and  a  minority  party, 

1  See  p.  81.  2  See  p.  90. 

3  Letter  of  Robert  McKechan  to  Frank  Farrington,  January  7,  1920 

4  Undated  note  of  A.  W.  Warinner. 

5  The  directors  of  the  Central  States  Co-operative  Wholesale  Society  were  re- 
ported to  have  been  more  interested  in  miners'  politics  than  in  the  co-operative  so 
that  the  directors'  meetings  were  not  sufficiently  devoted  to  questions  of  co-opera- 
tive control.   See  p.  89. 
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each  of  which  has  sought  issues  through  which  to  fight  opponents. 
When  questions  arise  concerning  investment  in  the  store,  lines 
will  soon  be  closely  drawn,  one  group  strongly  upholding  the  co- 
operative and  the  other  vigorously  oppossing  it.  Moreover,  it  is 
to  be  noted  that  union  investment  in  the  co-operative  will  not 
bring  the  necessary  active  interest  on  the  part  of  members  of  the 
union. 

Further  troubles  have  been  encountered  when  strikes  and 
lockouts  have  occurred.  We  have  already  had  occasion  to  note 
the  severe  financial  strain  placed  upon  the  co-operative  organiza- 
tions during  such  periods.1  The  survival  of  the  co-operative,  as 
well  as  the  survival  of  the  union,  appears  frequently  to  depend 
upon  the  outcome  of  the  strike.  Thus,  the  ill-fated  shopmen's 
strike  of  1922  very  nearly  closed  the  co-operatives  at  Galesburg, 
Beardstown,  Champaign,  Clinton,  and  Quincy.  The  failure  of  the 
Walworth  Manufacturing  Company  strike  at  Kewanee  proved 
the  final  chapter  in  the  history  of  the  Kewanee  Co-operative 
Society. 

At  Taylor  Springs,  however,  a  zinc  workers'  strike  brought 
added  support  to  the  society  because  of  the  failure  of  local  busi- 
ness men  to  co-operate  with  strike  leaders.  In  the  mining  towns, 
however,  local  tradesmen  frequently  are  staunch  supporters  of 
strikers.  This  support,  possibly  amounting  to  several  million  dol- 
lars in  a  long  and  extensive  strike,  has  made  the  workers  more 
sympathetic  toward  private  tradesmen.2  Co-operatives,  never- 
theless, have  done  much  to  support  strikes.  Not  only  have  local 
organizations  granted  extensive  credit  but  the  wholesales  have 
also  frequently  been  called  in.  The  Central  States  Co-operative 
Wholesale  Society  shipped  large  quantities  of  goods  to  Howat  and 
the  Kansas  strikers.  The  National  Co-operative  Association  acted 
as  commissary  for  the  steel  strike  of  1919. 

1  See  above,  p.  213. 

2  See  the  mine  workers'  experience  in  1922,  p.  79. 
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g)  Marketing  policies  of  the  co-operative. — Co-operatives,  in 
common  with  other  enterprises,  have  been  confronted  with  the 
problem  of  choosing  an  effective  marketing  channel.  Most  fre- 
quently they  have  fitted  into  the  traditional  arrangement  of 
things  and  have  started  small  retail  shops.  After  due  time  these 
local  stores  have  federated  to  form  wholesales,  which  institutions 
have  always  been  possessed  of  an  overwhelming  ambition  to  enter 
the  field  of  manufacturing.  The  policy  has  generally  been  to  sell 
at  regular  market  prices  so  as  not  to  antagonize  competitive  con- 
cerns. 

These  co-operative  policies,  so  noticeably  successful  in  Britain, 
have,  in  the  Illinois  situation,  been  greatly  limited  in  effectiveness. 
In  the  first  place,  new  marketing  forces  have  been  threatening  to 
upset  the  retail  marketing  scheme.  Chain  stores  have  been  rapid- 
ly entering  the  field.  In  Chicago  the  Atlantic  and  Pacific  Tea 
Company,  the  Piggly-Wiggly  Company,  the  National  Tea  Com- 
pany, and  the  Consumers'  stores,  have  largely  supplanted  the  old- 
time  grocer.1  In  the  "down-state"  territory,  the  Atlantic  and 
Pacific  stores  have  entered  and  the  Kroger  chain  has  become 
prominent.  Other  retail  fields  have  been  similarly  effected.  The 
Woolworth  and  Kresge  stores  have  attracted  a  considerable  no- 
tion trade  which  formerly  went  to  the  department  or  general 
merchandise  store.  The  mail  order  business  has  also  provided  an 
alternative  channel  and  has  lessened  the  opportunities  in  retailing. 

There  appears,  in  the  second  place,  to  be  a  wider  competitive 
area  in  which  each  person  purchases.  No  longer  is  the  farmer 
marooned  by  the  spring  mud.  The  concrete  highways  which  have 
appeared  with  the  motor  car  have  made  it  possible  to  purchase 
in  the  markets  of  neighboring  cities.2  Similarly,  improvements  in 

IThe  independent  grocers  in  the  Chicago  area  appear  to  be  meeting  chain 
store  competition  either  by  charging  higher  prices  for  extra  service  (credit  and  de- 
livery) or  by  opening  delicatessens  which  draw  a  large  trade,  evenings  and  Sundays, 
when  other  stores  are  closed. 

3  Illinois  has  a  very  high  percentage  of  improved  highways. 
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municipal  transportation  and  the  increasing  use  of  the  mails  have 
widened  the  area  of  competition. 

It  seems,  finally,  that  even  the  position  of  the  wholesaler  has 
been  challenged;  that  the  possibility  for  effective  co-operative 
wholesaling  has  greatly  decreased  with  the  direct  sales  policies  of 
many  manufacturers.  With  increasing  integration  among  manu- 
facturers, one  finds  branch  offices  being  established  at  strategic 
points,  and,  in  the  interest  of  greater  profits,  an  attempt  being 
made  to  go  directly  to  the  retailer  (or,  in  some  cases,  direct  to 
the  consumer) . 

From  the  foregoing,  it  will  be  observed  that  the  co-operative 
has  not  been  in  an  enviable  marketing  situation.  It  has  been  a 
third  party,  injured  in  the  conflict  between  larger  rivals.  The 
question  of  policy  formation  in  such  a  situation  has  been  a  diffi- 
cult one. 

The  history  of  Illinois  co-operatives  has,  indeed,  shown  a  de- 
cided split  between  those  desirous  of  fighting  alone  the  old  lines 
and  those  wishing  to  imitate  the  newer  competitors.  The  Central 
States  movement  was  one  toward  cut  prices  with  no  delivery.  For 
a  time  it  appeared  that  this  movement  would  predominate,  but 
inefficiency  and  cutthroat  competition  brought  its  downfall. 
Earlier  the  Universal  Trading  and  Supply  Company  of  Chicago — 
a  farmers'  organization  backed  by  the  District  Mine  Workers  — 
brought  confidence  in  the  future  of  the  mail  order  house.  The 
Cleaners  at  Kankakee  and  at  Sheldon  unsuccessfully  tried  the 
cut-price  chain  store.  Roy  Shanks  of  the  Danville  Co-operative 
Society  experimented  without  success  with  the  self-service  store. 
At  LeRoy  a  novel  arrangement  was  tried — members  paying  a 
fee  for  the  privilege  of  buying  goods  at  a  certain  percentage  above 
the  invoice  cost.1  The  plan  quickly  failed.  In  many  miners'  stores 
in  central  Illinois,  trading  stamps  (redeemable  in  cash  or  goods) 

1  A  person  paid  $2  a  month  in  dues  for  the  right  to  buy  $10  of  goods  at  whole- 
sale cost.  On  additional  purchases,  50  cents  was.  charged  for  each  $10  of  purchases. 
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were  employed  to  draw  cash  trade  from  competitors.1  Frequent 
use  was  also  made  of  "leaders." 

In  the  main,  however,  the  Rochdale  system,  which  contem- 
plates the  sale  of  goods  at  market  prices,  has  been  followed.  Evi- 
dence has  clearly  shown  that  only  those  stores  that  have  sold 
goods  at  market  prices  have  survived  while  nineteen  failures  were 
in  part  due  to  the  policy  of  price  cutting. 

Not  only  has  the  co-operative  followed  the  lead  of  the  private 
store  in  selling  goods  at  market  prices,2  but  it  has  also  been  gov- 
erned by  the  practice  of  competitive  establishments  in  making 
decisions  on:  (1)  store  location;  (2)  the  terms  of  sale;  and  (3) 
delivery.  The  co-operative  has  generally  been  well  located — a 
condition  much  in  contrast  with  the  rent-economizing  idea  of  the 
pioneers.  Whenever  a  poor  location  has  been  chosen,  the  co- 
operative has  found  the  lower  rent  poor  economy.3  Apparently 
Americans  desire  convenience. 

Competition  has  also  forced  the  co-operative  to  grant  exten- 
sive credit.  Since  members  have  a  share  investment  in  the  so- 
ciety, the  security  has  been  more  adequate  than  for  the  private 
store.  As  regards  delivery,  the  co-operative  has  been  able  to  effect 
no  reform.  Thus,  the  attempt  of  the  Central  States  Co-operative 
Wholesale  Society  to  eliminate  delivery  lasted  only  through  the 
first  burst  of  enthusiasm.  Experiments  by  other  organizations, 
such  as  the  Beards  town  and  Bloomington  societies,  have  attested 
to  the  necessity  of  delivery.4 

It  is  of  interest  to  note  in  passing  that  co-operatives  have,  in 

1  See  the  experience  of  the  Mount  Olive  Co-operative  Society,  Appendix  A. 

2  Market  price  is  here  spoken  of  as  the  price  which  is  being  currently  followed 
by  private  retailers.  This  price  is  generally  -that  recommended  by  manufacturers. 
The  difficulty  of  exact  definition  is  recognized. 

3  A  fair  case  is  that  of  the  Twin  City  Co-operative  Society  which  purchased  a 
building  in  an  out-of-the-way  place.  It  has  had  great  difficulty  in  maintaining  its 
trade.  See  Appendix  A. 

4  In  small  towns,  however,  the  usual  competitive  practice  is  to  have  no  delivery. 
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their  marketing  operations,  spent  little  on  commercial  advertis- 
ing. Moreover,  and  unfortunately,  little  attention  has  been  paid 
to  the  securing  of  the  interest  of  women — the  chief  purchasers 
from  co-operative  stores.1  The  co-operatives  have  rather  relied 
upon  the  propagandist  spirit  of  members  to  bring  enthusiasm 
and  trade. 

h)  The  propagandist  spirit. — This  propagandist  spirit  has 
made  Illinois  co-operation  far  more  than  a  grocery  store  move- 
ment. To  observe  this  fact  we  have  only  to  indicate  the  enthu- 
siasm of  ardent  supporters,  the  unpaid  labor  of  directors  and  or- 
ganizers, and  the  spirit  shown  by  co-operative  conventions.  The 
thought  in  the  minds  of  the  enthusiastic  has  been  that,  from  a 
small  beginning,  accumulations  can  erect  a  gigantic  industrial 
structure  which  will  prove  a  boon  to  workers.  The  British  move- 
ment has  frequently  been  taken  as  the  model. 

It  has  been  this  spirit  which  has  kept  alive  many  co-operative 
organizations  and  has  lent  support  to  all.  One  might  say  that  the 
greatest  drawing  card  of  the  co-operative  has  been  this  feeling: 

If  we  stick  together  and  purchase  from  one  store,  we  will  save  the  profit 
of  the  middleman.  The  more  loyal  we  are,  the  lower  the  unit  cost.  There- 
fore, those  who  wish  the  movement  to  grow  and  desire  to  aid  themselves  as 
well  as  fellow-workers  should  lend  their  ardent  support. 

In  many  cases  this  propagandist  spirit  has  been  emotional 
rather  than  rational.  Workers  have  sought  to  fight  competitive 
profiteers  and  have  wished  to  aid  in  the  downfall  of  capitalism. 
Indeed,  most  of  the  enthusiasm  which  has  at  times  been  worked 
up  over  the  movement  has  resulted  from  stirring  ad  hominem 
appeals  of  leaders.2 

1  Several  attempts  have  been  made  to  establish  women's  guilds.  Apparently,  a 
slight  foothold  has  been  obtained.  See  p.  265. 

2  Nevertheless,  there  must  exist  an  economic  basis  for  co-operation;  else  the 
propagandist  spirit  will  not  long  continue.  If  the  co-operative  has  sold  goods  at 
much  higher  prices  than  competitors,  enthusiasm  has  tended  to  die  down  and  sup- 
port has  lagged. 
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In  the  Illinois  situation,  success  in  co-operation  has  generally 
been  accompanied  by  such  reform  enthusiasm.  The  Twin  City 
Co-operative  Society  of  Champaign  gained  much  from  the  untir- 
ing efforts  of  Dr.  Green,  a  British  co-operator.  When  he  left  for 
the  northwest  the  society  slowly  declined.  The  Villa  Grove  Co- 
operative Society  has  owed  much  of  its  growth  to  the  work  of 
Dr.  G.  L.  Kennedy,  a  socialist  dentist.  At  Danville,  Roy  Shanks, 
a  railway  fireman,  gained  such  enthusiasm  over  co-operation  from 
his  contact  with  John  H.  Walker,  that  he  spent  day  and  night 
organizing  for  the  Danville  Co-operative  Society.  He  went  'to 
such  a  limit  that  his  board  of  directors  ordered  him  in  the  interest 
of  his  health  to  limit  his  working  day.  The  Weaver  promotions 
at  Pontiac  were  built  up  on  a  similar  enthusiasm.  The  National 
Co-operative  Association  movement  (Chicago)  thrived  on  the 
vigor  of  Dalton  T.  Clarke  who  had  visions  of  a  changed  order. 
The  early  Illinois  socialist  movement  (the  Consumers'  Alliance- 
National)  received  all  of  the  funds  and  the  enthusiam  of  its 
founder,  James  B rower.  N.  O.  Nelson  thought  co-operation  a 
worth-while  reform  and  gave  it  much  attention  as  well  as  financial 
support.  Joash  Critchley  at  Glen  Carbon  has  been  an  unfaltering 
enthusiast  for  twenty  years.  He  has  become  so  noted  for  his 
timely  addresses  on  co-operation  that  President  Walker  of  the 
State  Federation  of  Labor  has  only  to  say  that:  "Brother  Critch- 
ley will  now  talk  on  his  favorite  subject"  to  call  forth  an  apprecia- 
tion of  the  movement.  Mr.  Walker,  himself,  it  should  be  noted, 
has  never  failed  to  speak  on  the  advantages  of  co-operation.  Thus 
the  history  goes.  In  each  town  where  a  co-operative  has  been 
established,  some  individuals  have  been  possessed  of  a  co-opera- 
tive enthusiasm. 

This  co-operative  interest  has  led  to  the  welcoming  of  new 
members  who  have  shared  with  old  members  the  benefits  of  ac- 
cumulated surplus.  Indeed,  one  socially  minded  Scotch  co-opera- 
tive (the  Glen  Carbon  Co-operative  Society)  went  so  far  as  to 
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give  non-members,  who  were  regular  purchasers,  a  share  in  the 
business.  In  numerous  cases  non-members  have  been  allowed 
half-dividends  on  purchases.1 

When,  however,  a  society  has  lost  the  propagandist  spirit,  its 
membership  has  tended  to  remain  fixed  or  to  decline  and,  unless  a 
strong  manager  is  in  charge,  dissolution  has  speedily  followed. 
The  Lenzburg  Co-operative  Society  was  closed  in  1922,  when 
members  thought  there  was  not  much  to  gain.2  The  Girard  Co- 
operative Society  dissolved  when  supporters  fell  away  after  diffi- 
culties had  been  encountered.  The  Auburn  Co-operative  Society 
saw  the  advance  of  chain  stores  and  dissolved  a  relatively  prosper- 
ous business.  A  similar  situation  existed  for  an  oil  workers'  co- 
operative store  at  Wood  River.  At  Worden  the  co-operative  sup- 
porters had  so  lost  enthusiasm  that  they  permitted  the  dissolution 
of  the  local  society;  then  a  branch  of  the  Central  States  organiza- 
tion. Indeed,  nearly  all  of  the  branches  of  the  Central  States  Co- 
operative Wholesale  Society  presented  a  problem  of  local  support 
which  resulted  in  the  dissolution  of  many  local  enterprises. 

i)  Summary.- — It  would  be  well,  by  way  of  summary,  to  out- 
line the  principal  factors  which  have  entered  into  the  failure  of 
Illinois  co-operative  societies.  In  the  analysis  which  follows,  it 
should  not  be  assumed  that  each  factor  has  operated  as  a  sole 
cause — or  even  as  a  very  outstanding  cause.  Rather  the  attempt 
has  been  to  catalogue  the  significant  elements  in  the  situations. 
The  analysis  is  complete  for  eighty-five  societies  and  also  includes 
scattering  returns  from  seventy-six  other  organizations. 

Only  such  associations  are  included  as  have  definitely  been 
dissolved.  Where  one  society  sold  out  to  another — the  business 
continuing  uninterrupted — no  record  is  here  included.  To  further 

1  An  example  of  the  extremes  to  which  this  spirit  of  mutual  interest  may  be 
carried  was  shown  at  Mount  Olive  where  the  treasurer  of  the  society  was  expelled 
because  of  purchases  from  a  mail  order  house.  See  Appendix  A. 

2  Also,  a  suitable  manager  was  difficult  to  find. 
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guard  the  reader  from  possible  misinterpretation  of  the  figures 
which  follow,  it  should  be  noted  that  the  greater  portion  of  the 
information  here  catalogued  has  come  by  word  of  mouth.  It  is 
common  experience  that  accurate  memories  are  few.  One  can 
further  expect  to  find  that  those  interviewed  will  stress  single 
causes — "bad  manager,"  "got  into  a  fight  and  quit/'  "people 
wouldn't  buy  from  their  own  store."  The  writer  has  tried  in  sev- 
eral ways  to  eliminate  errors:  (i)  audits  of  defunct  co-operatives 
have  been  analyzed;  (2)  information  has  been  obtained  from 
those  closely  associated  with  the  defunct  organization  (president, 
secretary,  or  manager) ;  and  (3)  inquiry  has  been  made  of  enough 
people  to  secure  at  least  a  degree  of  accuracy. 

With  these  qualifications,  the  figures  on  page  241  have  been 
compiled.  In  this  analysis  it  appears  that  incompetency  was 
the  greatest  managerial  problem  encountered  by  co-operatives, 
this  difficulty  occurring  in  29  organizations.  Incompetency  has 
earlier  been  explained1  as  resulting  in  part  from  the  dearth  of  good 
managers  during  the  war  periods.  Doubtless  poor  selection  on 
the  part  of  directors  was  also  significant.  Other  important  factors 
which  have  been  charged  against  the  management  have  been  over- 
stocking and  dishonesty,  both  of  which  appeared  in  15  cases. 
Further  managerial  difficulties  appeared  in  1 1  cases,  of  which  five 
were  the  result  of  the  attempt  to  make  grocery  managers  of 
miners  or  railwaymen. 

Turning  to  the  blame  which  appears  to  attach  to  the  directors, 
incompetency  again  heads  the  list,  having  been  observed  in  six- 
teen cases.  Lack  of  interest  seems  to  have  been  significant  in 
eleven  cases,  while  in  seven  organizations  the  directors  may,  in 
part,  be  blamed  for  the  overexpansion.  Miscellaneous  faults  of 
the  directors  appear  in  but  two  cases. 

Approaching  the  situation  from  the  standpoint  of  problems  of 

ISeep.  219. 
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SIGNIFICANT  FACTORS  IN  THE  CLOSING  OF 
ILLINOIS  CO-OPERATIVES 

(85  Societies  Are  Included  Together  with  Scattering 
Returns  from  76  Others) 


{Incompetency 29 
Sffig?".::::::::::::::-:  % 
Miscellaneous 11 


Directors 


Problems  of 
Operation 


Problems  of 
Support  of 
Membership 


Competitive 
Situation 
Retail 

Competitive 
Situation 
Wholesale 


Incompetency 16 

Lack  of  interest 11 

Overexpansion 7 

Overinterference 6 

Miscellaneous 2 

Inadequate  capital  (Overexpan- 
sion).^   35 

Price  policy 19 

Non-Rochdale  operation 14 

Overextension  of  credit 13 

High  purchase  dividends  (at  first)  1 2 

Accounting  and  auditing. 10 

Redeemability  of  shares 5 

Self-service 5 

Underextension  of  credit .......  4 

Store  condition 4 

Location  of  store 4 

Lack  of  local  support 55 

Centralization  of  control 36 

Factional  fights 19 

Handed  down  "from  above" 10 

Discouragement  of  members 8 

"Cold  Feet" — afraid  to  continue  8 

Lack  of  steady  employment 8 

Expected  "gold  mine" 6 

Lack  of  stability  of  population . .  5 

Clannishness 4 

Strikes 4 

Mixed  nationalities 2 

{Private  competition 17 

Chain  store  competition n 

Co-operative  competition 2 

f  Failure  of  co-operative  wholesale 

{      to  give  adequate  service 18 

[  Wholesale  discrimination 1 


(9  especially) 
(5  especially) 
(9  especially) 
(5  managers  of 
other  trades) 

(6  especially) 
(5  especially) 
(4  especially) 
(4  especially) 
(Dishonesty 
president) 


of 


(21  especially) 
(9  especially) 

(5  especially) 
(8  especially) 
(6  especially) 
(2  especially) 
(3  especially) 


(20  especially) 
(34  especially) 
(14  especially) 
(8  especially) 

(6  especially) 
(4  especially) 
(2  especially) 
(3  especially) 

(2  especially) 

(9  especiall  r) 
(8  especially) 
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operation,  it  appears  that  inadequate  capital — or  better  put, 
"spreading  too  thin"  the  small  available  capital— proved  disas- 
trous in  35  societies.  It  was  especially  important  in  the  case  of 
twenty-one.  This  fault  apparently  has  been  of  great  significance. 

Following  a  price  policy  which  could  not  endure  proved  dis- 
astrous to  19  organizations.1  Of  this  number,  non-Rochdale  op- 
eration -  -especially  the  failure  to  use  the  purchase  dividend — 
entered  into  14  dissolutions.  Overextension  of  credit  appeared  in 
the  case  of  13  societies,  while  overenthusiasm  in  the  form  of  high 
initial  purchase  dividends  played  a  part  in  the  failure  of  1 2  asso- 
ciations. Bad  auditing  and  accounting  wrought  particular  havoc 
in  10  societies.2  Other  significant  elements  were:  redeemability 
of  shares  (5  societies) ;  self-service  (5  societies) ;  underextension  of 
credit  (4  societies) ;  store  conditions  (4  societies) ;  and  location  of 
store  (4  societies). 

If  the  situation  is  viewed  from  the  standpoint  of  the  member- 
ship, it  appears  in  55  cases  that  local  support  was  inadequate. 
This  term  is  admittedly  vague.  The  only  justification  for  its  in- 
clusion is  that  the  falling  off  of  local  support  appeared  to  char- 
acterize the  final  history  of  these  55  organizations.  In  most  cases 
this  failure  of  local  interest  would,  for  its  explanation,  fall  back 
upon  other  factors.  Centralization  of  control  resulted  in  a  decline 
of  support  and  the  closing  of  34  stores,  most  of  them  branches  of 
the  Central  States  Co-operative  Wholesale  Society.  Nineteen  so- 
cieties found  factional  fights  to  be  fatal.  Social  reformers  who 
"handed  down"  co-operative  organizations  for  the  benefit  of 
workers  found  this  philanthropy  a  factor  in  ten  failures.  Eight 
organizations  closed  their  doors  when  members  felt  doubt  as  to 
the  future.  In  eight  cases,  also,  discouragement  entered.  Lack  of 
steady  employment  was  also  significant  in  the  closing  of  an  equal 

1  Either  pricing  higher  than  competitors  or  attempting  to  undercut. 

2  Here  the  data  are  particularly  incomplete.  Records  were  not  available  for 
many  stores.  Undoubtedly,  the  figure  would  be  much  larger,  were  the  facts  known. 
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number.  Six  societies  expected  great  returns  and,  when  disillu- 
sioned, failure  followed.  Clannishness  and  strikes  each  entered 
into  the  downfall  of  four  organizations  while  a  mixture  of  nation- 
alities was  important  in  only  two  cases. 

One  is  somewhat  surprised  at  the  small  part  apparently  played 
by  the  retail  competitive  situation.  Only  in  seventeen  towns  has 
the  co-operative  severely  felt  the  direct  effect  of  private  competi- 
tion. It  is  probable  that  in  many  other  cases  competition  may 
have  entered,  but  it  was  not  as  clearly  observable.  In  eleven 
localities  chain  store  competition  has  clearly  entered.  Strange  as 
it  may  seem,  co-operative  competition  was  present  in  two  cases. 
Wholesale  discrimination  was  unimportant,  being  recorded  in 
only  one  case.  Co-operatives  have  had  more  difficulty  in  resisting 
salesmen  than  in  having  orders  filled.  The  failure  of  the  Central 
States  Co-operative  Wholesale  Society  to  give  adequate  service, 
however,  played  a  part  in  the  closing  of  eighteen  of  its  branches. 


CHAPTER  XVI 

THE  PRESENT  STATUS  OF  CONSUMERS, 
CO-OPERATION  IN  ILLINOIS 

During  the  summer  of  1923,  the  writer  visited  all  of  the  then 
existing  eighty-seven  Illinois  co-operative  societies,  noting  the 
significant  features  in  the  organization,  financing,  and  operation 
of  each.1  The  data  sheet  used  is  given  in  Appendix  E. 

This  chapter  will  give  an  interpretation  of  the  facts  found — 
in  short,  it  is  a  presentation  of  a  cross-section  of  Illinois  co-opera- 
tives as  they  were  actually  operating  when  visited.  In  a  number 
of  cases,  practical  operations  were  at  variance  with  by-laws  which 
had  been  earlier  drawn  up. 

To  fully  appreciate  the  condition  of  the  societies  at  this  time, 
one  should  bear  in  mind  the  severe  depression  continuing  in  min- 
ing and  farming  communities,  and  also  the  financial  difficulties  of 
the  Central  States  Co-operative  Wholesale  Society  which  brought 
about  the  re-organization  of  its  branch  stores  into  Rochdale  co- 
operatives. Although  the  following  picture  of  co-operative  opera- 
tion shows  the  movement  at  a  low  ebb,  by  the  spring  of  1924, 
conditions  had  become  more  favorable. 

a)  The  nature  0)  co-operative  enterprise.  — Of  the  eighty-seven 
co-operative  societies  in  operation  in  Illinois  in  the  summer  of 
1923,  thirty-nine  were  Rochdale  workers'  enterprises,  twenty-six 
were  conducted  by  farmers,  and  eighteen  were  Central  States  Co- 

1  Several  isolated  societies  have  come  to  light  since  the  conclusion  of  the  survey. 
In  a  number  of  other  cases,  also,  it  is  possible  that  a  society  is  still  in  existence.  A 
number  of  miscellaneous  organizations  have  not  been  included,  either  because  of 
unavailability  of  data  or  because  of  non-co-operative  features.  In  this  list  are  several 
boarding  houses  and  restaurants,  two  banks,  a  number  of  undertaking  establish- 
ments, and  a  publishing  house. 
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operative  Wholesale  Society  branches  in  the  process  of  reorgan- 
ization on  the  Rochdale  basis.1  The  four  remaining  societies  con- 
sisted of  two  bookstores,  a  clothing  store,  and  a  non-Rochdale 
workers'  grocery.  A  federation  of  twenty  workers'  stores,  con- 
stituting the  newly  organized  Central  States  Co-operative  Whole- 
sale Society,  operated  a  wholesale  house  at  East  St.  Louis. 

Illinois  co-operators  have  most  frequently  started  grocery 
stores  although  many  have  undertaken  the  handling  of  dry  goods, 

TABLE  XVIII 
Lines  of  Goods  Handled  by  Co-operatives 


Goods  Handled 

Workers' 
Stores 

Farmers' 
Stores 

Total 
Stores 

Groceries 

Drygoods 

56 
25 
24 

31 
16 

34 
6 
0 

24 
21 
21 

6 
18 

O 

4 
9 

80 
46 
45 
37 
34 
34 
10 

Shoes. 

Meat 

Hardware 

Miners'  tools 

Coal 

Farm  machinery 

9 

shoes,  meat,  and  hardware.  Table  XVIII  summarizes  the  lines 
of  goods  carried. 

The  predominance  of  the  grocery  business  is  apparent, 
practically  all  stores  having  a  grocer's  stock.  A  small  line  of  dry- 
goods  and  shoes  is  handled  by  nearly  half  of  the  workers'  stores, 
while  the  farmers'  stores  almost  universally  carry  these  goods. 
The  reverse  is  true  of  fresh  meats — the  majority  of  worker's 
stores  sell  fresh  meats  while  but  six  farmers'  enterprises  conduct 
a  market.  Hardware  is  stocked  more  frequently  by  farmers' 
than  by  workers'  stores.  However,  it  is  customary  for  the  miners' 
stores  to  handle  miners'  tools  on  a  commission  basis.  A  surpris- 
ingly small  number  handle  coal — accounted  for  in  the  case  of 

1  Seven  of  the  Central  States  Co-operative  Wholesale's  branches  have  since 
been  closed.  Eleven  are  now  independent  Rochdale  societies. 
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the  miners  by  agreements  for  sale  by  operators.    Nine  farmers' 
stores  sell  farm  machinery  as  a  sideline. 

b)  Membership  statistics  of  the  societies.  — Of  the  eighty -seven 
Illinois  co-operatives,  thirty-eight  (nearly  half)  had  been  launched 
by  miners.  Farmers  were  responsible  for  twenty-six,  railwaymen 
for  nine,  while  the  remaining  fourteen  had  been  started  by  various 
occupational  groups.1  Most  of  the  stores  came  into  existence 
through  the  influence  of  some  labor  organization  and  were  being 

table  xrx 

Origin  op  Illinois  Co-operatives 


Workers' 
Societies 

Farmers' 
Societies 

All 
Societies 

British  experience 

Personal  interest 

Co-operative  federations. . 
Centralized  co-operatives. 
Illinois  experience 

13 
12 

7 

9 

18 

O 
9 
IS 
2 
0 

13 
21 
22 
II 
18 

Total 

59* 

26 

85* 

*  No  data  available  for  two  workers'  societies. 


aided  by  such  organization.  Thus  members  of  the  United  Mine 
Workers  were  backing  forty-four  co-operatives;  the  railway 
unions,  nine;  the  building  trades  unions,  two;  and  the  moulders, 
one.  Among  farmers'  stores,  Farmers'  Educational  and  Co-opera- 
tive Union  members  were  responsible  for  nine,  while  the  Farmers' 
Equity  Exchange  had  launched  seven.  Fifteen  stores  had  no 
union  backing. 

It  is  of  interest  to  note  the  predominant  moving  force  behind 
the  inauguration  of  co-operative  ventures.  In  Table  XIX  is 
shown  the  influence  exercised  by:  (1)  British  co-operative  experi- 
ence; (2)  spontaneous  personal  interest  (either  for  individual  or 
community  benefit);  (3)  federations  of  Illinois  co-operatives;  (4) 

1  The  miners  and  farmers  jointly  operated  seven  stores. 
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centralized  co-operative  chain  store  plans;  and  (5)  the  favorable 
experience  of  neighboring  Illinois  towns. 

In  Table  XIX  it  will  be  noted  that  the  influence  of  the  British 
movement  was  responsible  for  the  launching  of  thirteen  Illinois 
workers'  societies,  most  of  them  among  the  central  Illinois  Scotch 
miners.1  Among  the  farmers,  however,  the  Rochdale  influence  was 
not  felt.  Personal  interest,  illustrated  by  an  individual's  desire  to 
lower  living  costs  or  to  gain  the  position  of  manager,  was  responsi- 
ble for  twelve  of  the  workers'  and  nine  of  the  farmers'  stores.  Co- 
operative federations,  particularly  among  the  farmers,  were  also 
of  considerable  importance,  fifteen  stores  being  launched  by  the 
Illinois  Farmers'  Union  and  the  Equity  Exchange.  However, 
among  the  workers,  federated  effort  was  far  weaker  — the  Central 
States  Co-operative  Society,  operating  between  191 5  and  1918, 
being  directly  responsible  for  only  seven  existing  co-operatives. 
Eighteen  workers'  societies  were  the  result  of  one  group  copying 
another's  success.  No  farmers'  stores  were  launched  in  this  way. 

Most  existing  Illinois  co-operatives  have  been  started  since 
1913,  the  farmers'  stores  particularly  being  of  recent  origin.  The 
data  may  best  be  presented  in  tabular  form.  The  striking  fact 
presented  in  Table  XX  is  the  gradual  development  of  the  work- 
ers' movement.  As  the  majority  of  surviving  co-operatives  are 
today  on  a  sound  basis,2  it  is  interesting  to  note  that  many  started 
at  the  peak  of  prices  and  were  able  to  continue  operation.  Some 
of  the  farmers'  stores  were  launched  during  the  depression.  The 
year  1923,  however,  brought  both  the  workers'  and  the  farmers' 
movements  to  a  standstill. 

Turning  to  the  control  exercised  by  the  membership  of  the 
societies,  it  may  be  well  to  examine  the  conduct  of  meetings,  for 

1  Most  of  these  organizations  are  the  pioneers  of  the  Illinois  movement.  In  the 
list  are  the  Glen  Carbon  Co-operative  Society,  the  Gillespie  Co-operative  Society, 
the  Johnston  City  Co-operative  Society,  and  the  Farmington  Co-operative  Society. 

3  See  detailed  discussion  on  pp  270-271. 
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it  is  here  that  the  co-operatives'  activities  center.  Writers  have 
pictured  the  ideal  of  a  "town  meeting"  in  which  people  gather  as 
a  community  to  discuss  their  problems  and  to  become  acquainted. 
By  some  it  is  considered  the  vital  test  of  co-operative  interest. 

Unfortunately  meetings  do  not  approach  the  ideal.  It  is  in- 
deed more  usual  to  find  the  meeting  considered  as  something  to  be 

TABLE  XX 

Date  of  Origin  of  Existing  Illinois  Co-operatives 


Year 

Workers' 
Societies 

Farmers' 
Societies 

All 
Societies 

(Before  1913) 

4 

1 

4 
7 
5 

10 

10 

6 

10 
2 
0 
0 

O 
O 
O 
O 

I 
I 
2 
7 

7 
5 
3 
0 

4 

1 

1914 

IQIC 

4 
7 
6 

IOl6 

IQI7 

IOl8 

11 
12 

IQIQ 

13 

17 

7 

3 

0 

I92O 

1021 

1022 

IQ23 

Total 

59* 

26 

85* 

*  No  data  available  for  two  workers'  societies. 


ignored  or  "gotten  over  with"  rather  than  as  a  community  inter- 
est. Consequently,  a  few  faithful  board  members  attend  the 
meetings,  and  even  they,  on  many  occasions,  do  not  assume 
active  control 

An  idea  of  members'  interest  in  meetings  may  be  gained  from 
the  number  of  meetings  held  in  a  year  and  the  percentage  of  the 
members  attending.  The  number  of  meetings  is  listed  in  Table 
XXI. 

It  is  clearly  shown  that  the  tendency  of  the  farmers'  is  to  con- 
centrate their  efforts  on  the  single  annual  meeting — all  but  two 
of  their  stores  following  that  plan.  The  workers'  societies,  on  the 
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other  hand,  most  frequently  meet  quarterly  although  the  semi- 
annual meeting  is  gaining  in  popularity.  In  extraordinary  cases 
or  where  little  interest  exists,  only  an  annual  meeting  is  held.  Six 
workers'  stores,  formerly  branches  of  the  Central  Co-operative 
Wholesale  Society,  were  holding  no  meetings  when  visited. 

What  percentage  of  members  go  to  a  co-operative  meeting? 
This  question  may  not  be  answered  with  precision  as  attendance 

TABLE  XXI 

Number  of  Co-operative  Meetings  a  Year 
(1922) 


Number  of  Meetings 

Number  of  Societies 

per  Year 

Workers' 

Farmers' 

Total 

O 

6 

6 

12 

23 

3 

O 
24 

I 
I 
O 

6 

I 

30 
13 
24 

3 

2 

4 

12 

Total 

5o* 

26 

76* 

*  No  reliable  data  available  for  n  workers'  societies. 


will  vary  with  interest  in  the  society's  current  problems— whether 
a  new  manager  is  to  be  elected;  whether  a  purchase  dividend  is  to 
be  declared;  whether  a  member  is  to  be  expelled.  Accordingly, 
the  data  presented  in  Table  XXII  are  only  approximate,  being 
compiled  from  answers  given  by  co-operative  officials  to  the  fore- 
going question. 

From  Table  XXII  it  is  seen  that  there  is  a  larger  proportionate 
attendance  at  the  less  frequent  farmers'  meetings.  It  is  common 
to  have  but  one-third  of  the  members  at  a  workers'  gathering 
while  two-thirds  of  the  farmers'  membership  will  turn  out.  The 
difference  appears  to  lie  in  the  farmers'  interest  in  being  present 
to  elect  the  new  officers  and  to  gain  an  idea  of  the  progress  made 
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during  the  year.  From  Table  XXII  the  conclusion  should  not  be 
drawn  that  the  societies  having  a  large  attendance  at  meetings  are 
the  more  prosperous.  To  an  extent  this  may  be  true,  but  no  close 
correlation  exists,  for  absence  from  meetings  frequently  indicates 
the  satisfaction  of  the  members  in  the  way  the  manager  and 
directors  are  conducting  the  business.  Efforts  are  under  way,  how- 
ever, especially  in  workers'  societies,  to  stimulate  attendance  by 
running  dances  and  parties  in  conjunction  with  the  meetings. 


Percentage 

TABLE  XXII 

of  Membership  Present  at 
Meetings 

Societies 

Range  of 
Attendance 
Percentages 

Median 
Percentage 
Attendance 

Workers' 

3.3-89.O 
20.O-90.O 

32.O 
64.O 

Farmers' 

All  societies 

3.3-90.0 

43 -o 

Democratic  control  is  recognized  almost  without  exception 
among  the  workers,  each  member  having  but  a  single  vote  regard- 
less of  the  amount  of  his  investment.1  On  controversial  issues  nine 
farmers'  organizations  vote  on  the  basis  of  shares  held,  but  as  a 
rule  members  share  control  equally.  Proxy  voting,  although  little 
used,  is  allowed  in  nineteen  farmers'  and  twelve  workers'  organ- 
izations. Absentee  voting  authorized  by  Illinois  statutes  is  in  ef- 
fect in  only  one  workers'  and  three  farmers'  stores. 

Another  indication  of  co-operative  membership  activity  lies 
in  the  degree  of  interest  shown  in  securing  new  members.  It  is 
most  apparent  that  slight  attention  is  given  to  the  problem.  Not 
over  six  societies  have  membership  committees  and  even  such  as 
exist  are  completely  inactive.  Instead  of  struggling  to  convince 

1  In  two  workers'  societies,  voting  is  on  the  basis  of  shares  held — the  Lithuanian 
Co-operative  Society  of  Waukegan  and  the  Palatine  Co-operative  Company  of 
Chicago. 
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their  fellows  of  the  advantages  of  affiliation,  the  current  Illinois 
opinion  is  well  summed  up  in  the  expression  of  a  co-operative 
manager:  "If  people  haven't  interest  enough  to  come  in  and  join, 
we  don't  want  them."1  This  lack  of  solicitation  leads  to  a  station- 
ary membership  for  such  societies  as  do  not  demonstrate  con- 
spicuous success.  If  shares  are  redeemable,  the  tendency  is  often 
indeed  toward  a  decline  in  membership  because  of  members  leav- 
ing town,  unemployment,  deaths,  and  discouragement  of  short- 
sighted members.  As  will  be  more  clearly  indicated  later,  non- 

TABLE  XXIII 


Changes  in  Co-operative  Membership 
First  Year  to  the  Year  1923  * 

PROM 

Membership 
Increased 

Stationary 
Membership 

Membership 
Decreased 

Workers'  societies 

Farmers'  societies 

21 
3 

II 

21 

IO 

I 

All  societies 

24 

32 

II 

*  No  data  available  for  twenty  societies. 

members  commonly  furnish  one-third  of  the  trade  of  co-opera- 
tives. With  sufficient  encouragement  many  would  affiliate.2 

A  summary  of  the  changes  in  membership  between  the  first 
year  of  operation  and  1923  in  each  of  the  existing  Illinois  co- 
operatives is  given  in  Table  XXIII.  From  this  table  it  is  clear 
that  as  many  workers'  societies  maintained  a  constant  member- 
ship or  showed  a  decline  as  increased  in  membership.  For  farm- 
ers' organizations,  this  fact  is  even  clearer,  only  three  showing 
added  members.  A  part  of  the  difficulty,  of  course,  has  been  due 
to  the  severity  of  the  depression,  but  it  is  apparent  that  no  great 
effort  is  being  made  toward  extension  of  membership. 

1  Statement  of  M.  P.  Murray,  Riverton  Co-operative  Society,  August  9,  1923. 

2  Perhaps  a  share  of  the  lack  of  "propagandist  spirit"  lies  in  the  gain  which 
accrues  to  members  through  non-member  purchases. 
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c)  Location  of  co-operative  stores.  —In  the  location  of  co-opera- 
tive stores,  it  is  well  to  note  the  geographical  distribution  indi- 
cated on  the  map  at  the  front  of  the  dissertation.  Several  sections 
of  co-operative  concentration  are  apparent.  Thus,  in  the  well- 
developed  mining  towns  between  Springfield  and  East  St.  Louis 
are  more  than  a  dozen  miners'  stores,  forming  the  backbone  of  the 
Illinois  workers'  co-operative  movement.  Another  section,  the 
rich  mining  region  of  Franklin  and  Williamson  counties,  is  also 
of  significance,  having  been  introduced  to  co-operation  largely 
through  the  efforts  of  the  Central  States  Co-operative  Wholesale 
Society.  In  northern  Illinois,  Waukegan  and  Rockford  are  centers 
of  development.  For  the  farmers'  stores,  aside  from  a  number  of 
isolated  enterprises,  the.  area  of  operation  is  in  the  less  fertile 
southern  half  of  the  state.  Between  Centralia  and  Decatur  lie 
perhaps  the  majority  of  farmers'  enterprises.  The  richer  agricul- 
tural areas  of  northern  Illinois  are  almost  barren  of  co-operative 
effort.1 

In  Table  XXIV  consumers'  co-operatives  are  classified  accord- 
ing to  the  size  of  the  towns  in  which  they  are  located.  In  this 
table,  farmers'  societies  are  seen  to  be  almost  wholly  in  towns  of 
less  than  a  thousand  population.  The  workers'  stores  are  more 
evenly  distributed  although  the  greatest  number  centers  in  towns 
of  from  1,000  to  2,000  population —the  typical  Illinois  mining 
center.  Chicago  is  almost  barren  of  co-operatives.  That  co-opera- 
tion is  not  impossible  in  cities,  however,  is  indicated  by  the 
existence  of  nineteen  co-operatives  in  cities  of  over  5,000  popula- 
tion. Indeed,  co-operatives  are  in  successful  operation  at  Wau- 
kegan, Rockford,  Quincy,  Bloomington,  and  Christopher —all 
centers  offering  a  severe  competitive  struggle.  Chicago  has  four 
co-operative  societies. 

1  This  may  be  accounted  for  in  part  by  the  fact  that  the  Farmers'  Union  in 
fostering  co-operatives  pushed  its  way  northward,  while  northern  Illinois  was  organ- 
izing under  the  Farm  Bureau,  an  organization  indifferent,  if  not  hostile,  to  consum- 
ers' co-operation. 
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d)  Co-operative  accounting  and  auditing.— All  co-operatives 
except  one  charge  market  prices  for  goods.  This  plan  has  survived 
where  numerous  price-cutting  attempts  have  failed.  The  stimulus 
to  increased  purchasing  and  the  surplus  accumulation  under  the 
Rochdale  system  have  made  it  superior  to  all  others.1 

However,  the  result  of  this  success  of  the  Rochdale  system  has 
been  the  need  for  a  careful  and  complete  handling  of  a  system  of 
accounts  and,  unfortunately,  co-operatives  have  been  prone  to 

TABLE  XXIV 

Population  of  Co-operative  Towns* 


Size 

Workers' 
Societies 

Farmers' 
Societies 

All 
Societies 

Less  than      1,000  population 

3 
12 
8 
7 
3 
9 
4 
6 

4 

23 

I 
I 
O 
O 
I 
O 
O 
O 

26 

13 
9 
7 
3 

2,000—  3,000 

3,000—  4,000 

5,000—10,000 

4 
6 

More  than  20,000  (except  Chicago) 

Chicago 

4 

Total 

56t 

26 

82f 

*  Figures  are  from  the  1920  census. 

t  No  accurate  data  available  for  five  workers'  societies. 


give  too  little  attention  to  this  question.  Bookkeeping  is  largely 
unstandardized,  many  societies  have  as  their  sole  record  a  pencil 
pad  on  which  is  kept  the  daily  sales  account,  items  of  current 
expenditure,  and  miscellaneous  income.  This,  together  with  bank 
vouchers  and  a  spindle  on  which  to  stick  invoices,  serves  as  the 
accounting  control  of  all  too  many  Illinois  co-operatives.  Fortu- 
nately, the  movement  for  better  accounting  records  was  aided  by 

1  Considerable  dispute  arises  among  co-operators  as  to  the  determination  of 
market  prices  in  view  of  the  widely  varying  charges  of  chain  and  private  stores. 
This  question  does  not  seriously  affect  the  co-operatives,  for  it  is  possible  to  set 
prices  in  line  with  those  of  such  dominant  competitors  as  furnish  equivalent  service. 
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Duncan  McDonald,1  who  devised  a  simple  accounting  system  con- 
sisting of  a  membership  ledger,  a  cash  book  (with  control  col- 
umns), a  general  ledger,  and  a  purchase  book.  This  system  was 
printed  and  distributed  to  a  considerable  number  of  co-operatives, 
but  remains  in  effect  in  only  six  societies.2 

The  Central  States  Wholesale  Society  was  also  responsible  for 
an  accounting  system  which  was  prescribed  for  its  branch  stores. 
Upon  the  reorganization  of  that  society,  a  new  plan  of  daily  re- 
ports was  put  into  effect — one  which  it  was  hoped  would  spread 
throughout  Illinois.  Under  this  plan,  the  retail  manager  would 
nil  out  a  detailed  record  of  the  day's  operations,  sending  it  to  the 
East  St.  Louis  wholesale  office  where  the  figures  would  be  checked 
and  entered  in  appropriate  control  ledgers.  When  visited,  four- 
teen stores,  ten  of  them  branches  of  the  Central  States  Co-opera- 
tive Wholesale  Society,  were  making  use  of  the  system.  This  num- 
ber has  since  considerably  declined,  for  managers  feel  reluctant  to 
subordinate  themselves  to  the  wholesale  in  matters  of  accounting. 
Moreover  the  local  membership  feels  that  the  financial  burden  is 
too  great.3  In  June,  1924,  there  were  but  three  societies  using  the 
plan. 

Other  bookkeeping  systems  in  use  are  those  of  the  Farmers' 
Equity  Exchange  and  the  Co-operative  Service  Corporation.  The 
Equity  Exchange  system,  somewhat  cumbersome,  consists  of  an 
accounts  receivable  ledger,  a  purchase  and  sales  ledger,  and  a 
membership  ledger.  That  of  the  Co-operative  Service  Corpora- 
tion is  even  more  unwieldy,  requiring  triplicate  sales  slips  to- 
gether with  a  weekly  report  to  be  sent  to  Minneapolis  several 
hundred  miles  from  the  stores  using  it. 

Ordinarily  stores  are  prone  to  spend  too  much  rather  than 

1  For  a  number  of  years  secretary  of  the  Central  States  Co-operative  Society. 

2  Some  question  has  been  raised  as  to  the  effectiveness  of  the  system. 

3  The  cost  runs  from  $15  to  $40  a  month  varying  with  the  size  of  the  co-opera- 
tive. 
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too  little  upon  accounting  equipment.  Elaborate  cash  registers 
have  been  purchased,  frequently  when  little  need  existed  for  such 
equipment.  Apparently  salesmen  are  able  to  convince  the  co-op- 
erative membership  that  honest  management  may  be  insured  by 
the  purchase  of  their  machines.  In  a  few  cases  such  a  purpose  is 
in  a  measure  fulfilled,  officers  of  the  society  retaining  the  key  to 
the  cash  register  and  regularly  inspecting  the  accounts.  However, 
the  ordinary  practice  is  to  give  the  manager  full  control,  the 
officers  feeling  the  burden  of  administration  too  great. 

TABLE  XXV 

Auditing  Period  of  Illinois  Co-operatives 


Number  of  Audits  a 
Year 

Workers' 
Societies 

Farmers' 
Societies 

All 
Societies 

I 

6 
12 

28 

17 
7 
0 

23 
15 

28 

2 

4 

The  greatest  service  of  such  elaborate  machines  is  almost 
wholly  undeveloped.  A  good  cash  register  will  separate  sales  by 
clerks,  by  departments,  and  between  cash  and  credit  transactions, 
as  well  as  total  the  amount  paid  out  and  give  slips  to  be  used  in 
obtaining  purchase  dividends.  From  the  figures  obtained  it  would 
be  easy  to  compute  comparative  departmental  business  trends 
and  judge  the  movement,  for  the  usual  manager  watches  only  the 
total  sales  figure,  feeling  elated  if  it  is  rising  and  finding  some 
excuse  for  any  decline. 

Auditing,  like  accounting,  lacks  uniformity.  Not  only  is  it 
done  through  a  variety  of  agencies,  but  the  audit  period  also 
varies  greatly  as  is  indicated  in  Table  XXV.  In  this  table  it  will 
be  noted  that  the  tendency  of  farmers  is  to  audit  annually  and, 
in  a  few  cases,  semiannually.  The  workers'  stores,  on  the  other 
hand,  prefer  the  quarterly  audit  although  less  frequent  audits  are 
growing  in  favor.    If  audits  are  properly  conducted,  one  would 
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suppose  the  shorter  period  to  be  preferable  although  hearing  an 
auditors'  report  at  quarterly  meetings  is  likely  to  bring  a  demand 
for  large  immediate  purchase  dividends.  If  purchase  dividends 
are  paid  for  a  short  period,  the  benefits  seem  less  and  frequently 
the  rate  cannot  be  continued  throughout  the  year,  which  tends 
to  bring  discouragement  and  to  endanger  solvency. 

Turning  to  the  question  of  the  auditors,  we  find  a  situation 
vastly  improved  over  that  of  ten  years  ago.    Increasingly,  so- 

TABLE  XXVI 

Auditors  of  Illinois  Co-operatives 


Auditor 


Certified  public  accountant. 

Professional 

Board  of  directors 

Committee  of  members 

Secretary 

Manager 


Total. 


Workers' 

Farmers' 

Societies 

Societies 

3 

6 

29 

5 

7 

8 

12 

1 

0 

2 

1 

3 

52 

25 

Total 
Societies 


9 
34 
15 
13 

2 

4 


77' 


*  No  accurate  data  available  for  the  stores,  which  were  being  turned  over  to  local  control  by  the 
Central  States  Co-operative  Wholesale  Society. 

cieties  are  feeling  the  need  of  a  competent  auditing  staff — pro- 
fessional auditors.  The  extent  to  which  the  professional  auditor 
is  used  is  indicated  in  Table  XXVI. 

Clearly  the  professional  auditor  is  predominant  in  the  workers' 
movement — a  fact  partially  accounted  for  by  the  free  service  fur- 
nished by  the  co-operative  stores  auditor  of  the  Illinois  Mine 
Workers.1  However,  certified  public  accountants  have  little  place 
in  the  workers'  movement,  the  spirit  of  co-operatives  being  gen- 
erally that  of  distrust.2  Committees  audit  a  number  of  the  so- 

1  It  is  interesting  to  note  that  the  District  Mine  Workers'  co-operative  stores 
auditor  handles  auditing  for  all  workers'  co-operatives. 

2  See  p.  75  for  illustration  of  this  distrust  in  the  Central  States  Co-operative 
Wholesale  Society  movement. 
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cieties,  but  the  figure  is  declining  as  societies  repeatedly  uncover 
large  losses  through  hasty,  superficial  audits.  In  a  number  of 
cases,  however,  the  committees  function  effectively,  for  it  is  often 
possible  to  enlist  the  services  of  persons  well  acquainted  with  ac- 
counting. In  one  very  prosperous  workers'  store,  members  allow 
the  manager  to  do  the  auditing.1 

Among  the  farmers  the  practice  varies  greatly.  The  Equity 
Exchanges  are  almost  without  exception  audited  by  certified 
public  accountants.  Although  costly,  their  success  would  indicate 

TABLE  XXVII 

Adequacy  of  Accounting  and  Auditing  Control 
of  Illinois  Co-operatives* 


Workers' 
Societies 

Farmers' 
Societies 

All 
Societies 

Adequate  control 

Inadequate  control 

31 
13 

16 
9 

47 
22 

Total 

44 

25 

6ot 

*  A  considerable  number  of  workers'  stores,  about  which  suf- 
ficiently detailed  information  was  not  obtained,  are  excluded  from 
the  list. 

t  Insufficient  basis  for  judgment  in  the  case  of  18  societies. 

that  the  money  is  well  spent.  Professionals  audit  five  farmers 
stores  and  the  board  of  directors  also  audit  five.  Managers  audit 
for  three  stores,  while  the  committee  system  is  almost  unknown. 

In  summing  up  the  accounting  and  auditing  activities,  the 
writer  has  attempted  to  pass  judgment  upon  whether  or  not  the 
control  secured  by  the  members  and  officers  of  a  society  insured 
them  adequate  knowledge  of  the  conduct  of  affairs.  One  test  in 
mind  was  whether  fraud  or  incompetency  would  shortly  be  de- 
tected through  the  accounting  and  auditing  system.  The  results 
of  this  survey  are  shown  in  Table  XXVII. 

Table  XXVII  reflects  the  opinion  that  the  majority  of  so- 

1  The  Hillsboro  Co-operative  Society  of  Taylor  Springs. 
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cieties  have  achieved  a  reasonably  adequate  control.  Undoubted- 
ly it  would  be  possible  for  managers  to  withhold  invoices  of  pur- 
chases from  wholesalers  to  make  a  showing,  and  in  most  cases 
dishonestly  to  extend  the  inventory  figures,1  but  considerable 
weight  may  be  given  to  the  honesty  of  co-operative  managers.  In- 
deed, their  desire  to  maintain  a  standing  in  the  community,  the 
feeling  that  sooner  or  later  detection  will  occur,  and  the  fact  that 
they  are  heavily  bonded  for  loss,  are  sufficient  to  insure  safety  if 
the  auditor  is  trained  and  the  accounting  system  workable. 

e)  Co-operative  purchase  and  sales  policies. — In  the  past,  co- 
operatives claimed  that  wholesales  discriminated  against  them. 
Today  wholesalers  seem  overwilling  to  compete  in  the  sale  of 
goods.  Indeed,  as  many  managers  express  it,  the  problem  is  to 
know  when  not  to  buy.  Only  four  Illinois  co-operatives  expressed 
any  belief  in  the  existence  of  discrimination  and  two  of  these  have 
a  poor  credit  standing. 

Unfortunately  co-operative  managers  have  tended  to  overbuy 
under  the  pressure  of  aggressive  salesmanship  of  wholesale  agents. 
Out  of  eighty-seven  co-operatives  visited,  twenty  did  not  discount 
the  majority  of  their  bills.  As  the  usual  discount  may  be  roughly 
estimated  at  2  per  cent  for  payment  within  ten  days,  the  loss  of 
the  discount  bids  fair  to  greatly  reduce  earnings  of  such  stores  as 
do  not  take  advantage  of  it. 

As  early  as  1918,  co-operatives  began  purchasing  jointly, 
through  the  Central  States  Co-operative  Society,  hoping  thereby 
to  secure  substantial  discounts.  The  effort  was  never  successful 
as  managers  were  reluctant  to  give  up  old  connections.  The  Cen- 
tral States  Co-operative  Wholesale  Society  undertook  a  disastrous 
branch  store  experiment  and  was,  when  visited,  practically  out 
of  business.  The  twenty-four  co-operatives  which  are  affiliated 
with  the  Central  States  wholesale,  however,  are  now  backing  a 

1  The  common  practice  is  for  the  auditors  to  aid  in  the  invoicing  of  stock  on 
hand,  leaving  the  pricing  and  extensions  to  the  manager. 
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federated  movement  which  has  brought  about  a  revival  of  joint 
purchasing  activity.  If  pressing  financial  difficulties  are  solved, 
one  may  count  on  the  growth  of  co-operative  wholesaling. 

Ten  co-operative  stores  are  aligned  with  a  rival  wholesale  of 
an  unusual  character — the  L.  C.  Mercantile  Company.  That  or- 
ganization, operating  on  a  cost-plus  plan,  receives  memberships 
from  both  private  and  co-operative  stores,  one  for  each  town, 
forming  a  retail  grocers'  federation  to  fight  chain  stores.  Although 
co-operatives  use  this  concern  to  beat  down  competitors'  prices, 
it  is  little  appreciated  by  its  affiliated  stores  and,  unless  a  revival 
of  interest  occurs,  appears  headed  for  bankruptcy.1 

Four  stores  buy  with  cash.  With  a  large  bank  balance,  it  has 
not  only  been  possible  to  take  advantage  of  good  quantity  offers, 
but  the  bank  account  also  serves  as  a  bargaining  weapon  in  de- 
termination of  prices.  In  Chicago  and  Springfield  some  use  is 
made  of  cash  and  carry  wholesales  which  have  grown  up  to  serve 
the  cash  demand. 

Turning  to  sales  questions,  it  may  be  well  to  consider  policies 
with  reference  to  (a)  delivery,  (b)  credit,  (c)  advertising,  (d) 
"leaders,"  (e)  store  arrangement,  and  (J)  store  location. 

Contrary  to  general  impression,  most  co-operatives  both  grant 
credit  and  deliver  goods.  Early  enthusiasts  will  always  advise 
the  cash-and-carry  policy  and  perhaps  for  a  few  weeks  will  be 
seen  laden  with  goods  purchased  for  cash.  But  the  tendency  is, 
before  long,  for  a  paid  delivery  to  be  inaugurated  starting  at  cer- 
tain hours.  Soon  the  urgent  last-minute  calls  of  forgetful  house- 
wives necessitate  extra  trips,  resulting  in  disruption  of  delivery 
schedules.  In  the  smaller  towns,  the  difficulty  is  not  marked  as  the 
limited  area  both  lessens  the  need  for  delivery  and  its  difficulty. 
In  the  larger  cities,  however,  the  question  has  never  been  satis- 
factorily settled, 

1  A  number  of  the  co-operative  stores  even  expressed  willingness  to  sell  their 
shares  at  any  reasonable  price. 
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Equally  marked  is  the  resolve  of  the  newly  organized  co- 
operative to  eliminate  credit.  Members  will  decide  either  to 
abandon  credit  entirely  or  to  limit  each  member  to  a  given  per- 
centage of  his  share  holdings  (most  frequently  60  per  cent).  Un- 
employment will  come  on,  several  members  will  slip  over  the  limit 
and  some  others  will  be  demanding  excess  credit  as  a  right.  Then, 
ordinarily,  the  manager  will  either  take  it  upon  himself  or  will  be 
authorized  by  the  directors  to  grant  credit  to  members  at  his  own 
discretion.  A  halt  will  be  called  only  if  the  society  fears  financial 
embarrassment.  This  restriction  causes  many  members  to  quit 
in  disgust.1  Indeed,  among  Illinois  co-operatives,  only  nine  op- 
erate on  a  strictly  cash  basis.2  All  of  the  remaining  societies,  save 
twelve,  allow  the  manager  to  grant  credit  at  his  discretion.  These 
twelve  enforce  a  variety  of  rulings.3 

Not  only  are  members  extensively  granted  credit,  but  non- 
members  also  share  the  privilege  in  fifty-six  co-operatives.  Oc- 
casionally the  manager  must  assume  responsibility  for  the  ex- 
tension, as  at  Mount  Olive  and  Benld,  but  the  general  practice  is 
to  allow  the  manager  full  discretion. 

Thus  the  accounts  receivable  are  large,  but  the  record  is  one 
of  little  loss.  As  long  as  the  co-operative  is  operating,  members  in 
a  common  union  will  through  social  pressure  encourage  prompt 
payment.  The  chief  losses  accrue,  however,  through  the  tying  up 
of  an  already  limited  capital,  and  the  failure  to  secure  new  capital 
by  increasing  the  membership. 

One  of  the  gains  frequently  urged  for  co-operation  is  the 

1 A  good  illustration  of  this  policy  appears  in  the  reforms  of  the  Gillespie  Co- 
operative Society  (1920),  credit  restriction  causing  the  loss  of  forty  members.  See 
Appendix  A. 

2  Two  of  the  nine  are  in  a  critical  financial  condition. 

3  Five  allow  credit  to  the  total  of  loan  capital  held  and  three-fifths  of  share 
capital;  two,  loan  capital  plus  four-fifths  of  shares;  two  to  the  extent  of  share  and 
loan  capital;  one  to  three-quarters  of  share  holdings;  one  at  the  discretion  of  di- 
rectors; and  one  on  loan  capital  only. 
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elimination  of  advertising  expenses  by  securing  a  spontaneous 
loyalty.  Put  in  a  different  way,  the  co-operatives'  ideal  has  been 
to  do  a  different  type  of  advertising — educational  work,  as  it  is 
termed — in  which  co-operative  advantages  are  set  forth,  aiming 
toward  a  feeling  of  social  solidarity  rather  than  penny  bargains. 
Competitive  pressure,  however,  has  led  to  much  price  advertising. 
A  summary,  Table  XXVIII,  shows  the  facts  of  the  case. 

TABLE  XXVIII 

Price  Advertising  of  Illinois  Co-operatives 


Amount 

Workers' 
Societies 

Farmers' 
Societies 

Total 
Societies 

Considerable 

Some 

6 

8 

10 

11 

21 

4 
3 
8 

4 
5 

IO 
II 

Little 

18 

Very  little 

None 

15 

26 

Total 

56 

24 

80* 

*  No  data  available  for  seven  societies. 

In  interpreting  the  foregoing  figures,  one  should  remember 
that  many  co-operatives  are  located  in  small  towns  where  no 
local  newspaper  is  printed,  the  only  convenient  form  of  price  ad- 
vertising being  the  circulation  of  "dodgers."  Thirty-five  workers' 
stores  are  using  advertising  to  some  extent,  although  the  majority 
are  not  greatly  inclined  to  advertise.  Farmers'  stores,  propor- 
tionately, do  more  advertising  than  workers'  despite  their  loca- 
tion in  smaller  towns.  A  significant  fact  is  that,  excepting  the 
Villa  Grove  and  Waukegan  co-operatives,  those  using  extensive 
advertising  do  not  rank  among  the  more  successful. 

Perhaps  a  better  test  of  advertising  is  the  use  of  the  "leader,"1 
for  here  one  may  observe  whether  the  co-operative  has  descended 
to  the  level  of  competitors.  The  figures  on  the  use  of  "leaders" 
are  given  in  Table  XXIX. 

1 A  "leader"  is  an  article  sold  at  a  loss  to  attract  custom  to  the  store. 
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The  prevalence  of  the  Rochdale  principle  of  charging  current 
market  prices  is  strikingly  brought  out  in  Table  XXIX.  Only  a 
few  stores  make  extensive  use  of  "leaders,"  this  fact  being  even 
truer  of  workers'  than  of  farmers'  enterprises.  At  the  miners' 
store  at  Farmington,  however,  "leaders"  are  used  extensively  with 
great  success. 

Co-operative  store  arrangements  vary  greatly.  Usually  busi- 
ness locations  have  been  taken  ready-made  and  little  has  been 

TABLE  XXIX 

Use  of  "Leaders"  by  Illinois  Co-operatives 


Amount  Used 

Workers' 
Societies 

Farmers' 
Societies 

All 
Societies 

Considerable 

Some .  , 

5 

4 

i 

5 
40 

I 

6 

0 

0 

18 

6 
IO 

Little 

Very  little 

None 

5 

58 

Total 

55 

25 

80* 

*  No  data  available  for  seven  societies. 


done  in  the  way  of  modification.  Indeed,  no  distinguishing  factor 
differentiates  the  co-operative  from  the  private  store.  Nearly  one- 
third  of  the  stores  fail  even  to  place  the  name,  "co-operative,"  on 
the  window,  the  reason  being  lack  of  initiative  rather  than  fear 
of  prejudice.  One  enters  the  store,  is  confronted  with  a  variety  of 
goods — a  reminder  of  general  merchandising  establishments  of 
farming  communities.  Co-operatives  have  little  fear  of  side-lines, 
frequently  taking  on  such  diverse  lines  as  groceries,  meats,  coal, 
shoes,  miners'  tools,  home  remedies,  and  a  limited  amount  of  dry- 
goods.  As  a  result,  a  large  stock  is  crowded  into  a  limited  space.1 
A  number  of  the  more  progressive  stores  have  solved  the  problem 

1  A  common  practice  of  co-operatives  is  to  use  the  back  of  the  store  as  a  storage 
place,  in  many  cases  not  bothering  to  erect  partitions.  The  result  is  an  unsightly 
appearance. 
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by  occupying  both  the  first  and  second  stories  of  the  usual  two- 
story  building. 

Although  the  great  tendency  is  to  overcrowd,  a  still  greater 
mistake  is  made  in  the  faulty  arrangement  of  shelves,  counters, 
and  scales.  Frequently  clerks  may  be  seen  crowding  each  other 
behind  the  counter  or  traveling  across  the  store  for  common 
articles  which  might  easily  be  close  at  hand.  Often  the  cash 
register  is  so  placed  as  to  necessitate  much  delay.  In  short,  little 
thought  has  been  given  to  arrangement  problems  although  here 
and  there  a  manager  has,  as  at  Clinton,  Bloomington,  Beards- 
town,  and  Villa  Grove,  made  his  store  pleasing  to  the  eye  as  well 
as  eliminating  much  waste  effort. 

The  degree  of  cleanliness  in  handling  goods  is  very  similar  to 
that  existing  in  private  business.  In  many  stores  clerks  are  rushed, 
flies  enter,  and  dirt  accumulates  on  the  displays,  while  rotting 
vegetables  picked  over  by  patrons  grace  the  boxes  at  the  front. 
Fly-paper  used  to  trap  unwary  flies  scarcely  adds  to  the  appear- 
ance. In  a  number  of  the  Italian  stores  (and  a  few  of  the  American 
co-operatives)  bread  and  meat  are  left  in  the  open.  Extended 
conversations  held,  sitting  on  the  counters  or  in  well-carved 
chairs,  enhance  the  social  benefits  of  the  co-operative  but  hardly 
add  to  the  sanitation  or  appearance  of  the  store.  The  conclusion 
can  clearly  be  drawn  that  the  women — the  chief  purchasers — are 
not  aggressive  in  insisting  that  their  store  be  a  model  of  cleanli- 
ness, order,  and  sanitation. 

The  writer  has  undertaken  to  express  an  opinion  as  to  store 
conditions  in  Table  XXX.  Among  the  workers'  enterprises 
twenty-four,  or  less  than  one-half  of  the  stores,  are  ranked  as 
presenting  a  good  condition.  The  situation  is,  however,  somewhat 
better  in  farmers'  stores,  due  possibly  to  more  spare  time  available 
in  the  case  of  the  store  manager. 

Co-operative  stores  are  ordinarily  well  located,  for  little  con- 
sideration is  given  to  the  Rochdale  example  of  operating  on  a 
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byway  to  economize  rent.  Workers  insist  that  the  store  be  handy 
— hence  the  central  location.  Indeed,  entering  the  usual  co-opera- 
tive town  one  has  but  to  circle  the  ubiquitous  town  square  to  find 
the  "co-op."  Occasionally,  as  at  Galesburg,  stores  are  placed  in 
the  residential  section  for  convenience,  but  even  there  a  vigorous 
agitation  was  once  under  way  for  centralizing  the  three  outlying 
branches.1 

/)  Social  and  educational  co-operative  activity. — Co-operative 
idealists  insist  that  the  movement  is  not  only  an  effort  to  estab- 

TABLE  XXX 
Store  Condition  of  Illinois  Co-operatives 


Condition 

Workers' 
Societies 

Farmers' 
Societies 

All 

Societies 

Excellent 

7 
17 
16 
II 

4 

I 

13 
8 
0 
2 

8 

Good 

30 
24 
11 

Fair 

Poor 

Very  poor 

6 

Total 

55 

24 

79* 

*  No  data  available  for  eight  societies. 

lish  stores  but  also  an  experiment  in  community  organization. 
Accordingly  as  much  weight  is  placed  upon  the  social  interest 
manifested  as  upon  the  profit  and  loss  statement.  That  this  light 
has  been  dimly  seen  by  some  societies  is  apparent,  for  at  Villa 
Grove,  for  example,  a  vital  force  is  the  community  solidarity 
which  fosters  music,  dances,  parties,  and  lectures.  People  look  to 
the  co-operative  to  supply  a  much-needed  group  spirit. 

Unfortunately  such  a  spirit  is  the  exception  rather  than  the 
rule,  for  inquiry  as  to  social  and  educational  activities  revealed 
the  results  shown  in  Table  XXXI. 

Only  in  a  few  societies  where  far-sighted  leaders  have  forced 
the  issue  is  there  much  social  or  educational  work  in  progress.  The 

1  See  Appendix  A. 
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great  majority  of  organizations  have  not  taken  hold  of  the  idea 
despite  repeated  attempts  of  educational  groups  to  stimulate 
interest.1  In  some  cases,  refreshments  are  served  to  enlarge  the 
attendance  at  meetings,  and,  on  occasion,  outside  speakers  are 
called  in.  But  of  groups  launching  their  own  programs,  using  local 
talent,  one  can  find  few  illustrations. 

Undoubtedly,  however,  much  economic  and  social  education 
accrues  to  members  unconsciously,  for  it  would  be  an  unusual  per- 
son who  could  attend  a  co-operative  meeting  without  gleaning 

TABLE  XXXI 

Co-operative  Social  and  Educational  Development 


Social  Activities* 

Educational  Activities  f 

Degree  of  Development 

Workers' 
Societies 

Farmers' 
Societies 

Workers' 
Societies 

Farmers' 
Societies 

Well-developed 

4 

5 

7 

39 

I 

O 

9 

15 

I 

5 

9 

4i 

O 

Considerable 

Little 

6 

Undeveloped 

19 

Total 

55 

25 

56 

26 

*  No  data  available  for  five  societies, 
t  No  date  available  for  seven  societies 


some  idea  of  problems  in  retailing,  selling  costs,  and  issues  of 
management.  The  contacts  formed  aid  in  cementing  a  significant 
loyalty  to  the  enterprise.  However,  too  much  stress  appears  to  be 
placed  upon  inculcating  in  members  an  unreasonable  faithfulness 
to  the  store — expecting  full  patronage  without  dwelling  upon  the 
question  of  the  economic  soundness  of  co-operative  effort. 

1  The  Co-operative  League  has,  since  1915,  repeatedly  furnished  co-operat- 
ives with  well-planned  social  and  educational  programs,  as  well  as  placing  edu- 
cational organizers  in  the  field  to  stimulate  interest.  As  this  is  being  written, 
the  Central  States  Co-operative  Wholesale  Society,  through  its  educational  director, 
is  fostering  another  attempt.  A  well-attended  state-wide  co-operative  picnic  was 
held  at  Hillsboro  in  August,  1923,  speakers  are  being  supplied  to  local  gatherings, 
and  it  is  possible  that  the  efforts  will  be  effective. 
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Since  the  women  are  the  chief  customers  of  co-operatives,  one 
might  expect  to  find  them  active  in  guiding  the  efforts.  Such  is  not 
the  case.  In  all  Illinois  societies  except  fourteen1  women  take  little 
or  no  part,  usually  failing  even  to  attend  meetings.  Outside  or- 
ganizations have  frequently  organized  women's  guilds,  aiming  to 
have  them  act  as  social  and  educational  centers  of  the  co-opera- 
tives, but  shortly  interest  lags,  factionalism  creeps  in,  petty  an- 
imosities become  the  rule,  and  the  attempt  is  abandoned.   One 

TABLE  XXXII 
Type  of  Competition  Met  by  Co-operative 


Stores 

Competition 

Workers' 
Societies 

Farmers' 
Societies 

All 

Societies 

Cash 

4 
34 
14 

2 

19 

I 

6 

Credit 

53 
i5 

Cash  and  credit. ...  r ...  . 

Total 

52 

22 

74* 

*  No  data  available  for  13  societies. 

of  the  leaders  among  Illinois  co-operatives  has  stated  that  he  has 
given  up  hope  of  women's  organization  "as  they  start  knocking 
instead  of  boosting."2  New  efforts  have  recently  been  made  and 
it  is  possible  that  some  progress  may  result.  Surely  organization 
of  women  is  a  prerequisite  to  thoroughly  effective  co-operation 
effort. 

g)  The  competitive  situation  of  co-operatives. — Turning  to  the 
question  of  the  competitive  situation,  one  finds  that  although 
there  has  been  a  rapid  advance  of  the  cash-and-carry  chain  store, 

1  At  Champaign,  Chicago  (Workmen's  Association) ,  Tilden,  and  Waukegan 
(Co-operative  Trading  Co.),  the  women's  guilds  are  reported  to  be  active.  At 
Bloomington  and  Pinckneyville  (Beaucoup  Society)  are  efforts  which  promise  to 
develop.  Newly  organized  guilds  exist  at  Farmington,  Kincaid,  Tovey,  Glen  Car- 
bon, Royal  ton,  Beardstown,  Hillsboro,  and  Gillespie. 

2  Peter  Moerth  of  the  Union  Supply  and  Fuel  Company  of  Staunton.  See 
Appendix  A. 
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co-operatives  have  had  to  meet,  for  the  most  part,  with  a  credit- 
system  competition  of  private  dealers.  A  summary  of  the  prin- 
cipal competitors  of  co-operative  stores  is  shown  in  Table  XXXII. 
In  Table  XXXII  will  be  noted  the  difference  between  the 
problem  of  the  farmers'  stores  and  that  of  the  workers'.  In  the 
case  of  the  former,  cash-and-carry  stores  have  scarcely  entered  the 
field,  while  the  workers'  enterprises  have  in  some  measure  felt 
competition  from  that  source.  In  fact,  there  are  twenty-nine  work- 
ers' co-operatives  as  contrasted  in  five  farmers'  stores  having  chain 

TABLE  XXXIII 

Competitive  Situation  or  Co-operatives 


Degree  of  Competition 

Workers' 
Societies 

Farmers' 
Societies 

All 
Societies 

Very  severe 

Severe 

5 

28 
10 

8 

3 
11 

9 
2 

8 
39 
19 
10 

Fair 

Slight 

Total  societies. 

5i 

25 

76* 

*  No  accurate  data  available  for  n  societies. 


competitors.  In  many  instances,  however,  the  chain  store  has  not 
become  the  dominant  competitor  in  the  local  situation.1 

As  will  be  appreciated,  competition  is  keen.  Retailing,  with 
narrow  margins,  has  in  many  communities  become  cutthroat  in 
character.  Table  XXXIII,  showing  the  competitive  situation  of 
co-operatives,  will  throw  light  on  the  severity  of  the  struggle. 

Severe  competition  is  reported  by  the  majority  of  farmers'  and 
workers'  stores.  In  a  few  communities  where  the  co-operatives 
have  gained  ascendancy,  the  competitive  situation  is  favorable, 
but  the  trend  is  distinctly  toward  a  more  difficult  competitive 
struggle. 

1  No  judgment  has  been  reached  from  this  survey  as  to  the  significance  of  the 
mail  order  house  as  a  competitor.  The  rural  societies,  however,  consider  the  mail 
order  house  as  a  formidable  competitor. 
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h)  Co-operative  capital. — Elsewhere  attention  has  been  given 
to  the  inadequate  capital  which  hampers  the  extension  of  co- 
operative activity.1  There  remain  here  to  be  considered  (a)  the 
requirements  of  individual  investment,  (b)  rulings  relative  to 
transferability  and  redeemability  of  shares,  (c)  loan  capital,  and 

(d)  rates  of  interest. 

TABLE  XXXIV 

Maximum  and  Minimum  Individual  Capital  Invest- 
ments in  Illinois  Co-operatives 


Amount 


$     5 

10 

20 

25 

30 

50 

55 

60 

100 

120 

125 

150 

200 

Over    200 


Workers'  Stores 


Minimum 


Maximum 


O 
2 

O 

8 
2 

21 

1 
o 

5 
o 
2 

1 
o 
I 


Farmers'  Stores 


Minimum 


Maximum 


When  a  co-operative  is  organized,  untutored  members  find 
difficulty  in  determining  requirements  as  to  capital  subscriptions. 
On  the  one  hand  there  is  the  desire  to  interest  as  many  indi- 
viduals as  possible — easier  if  the  minimum  contribution  is  low, 
while  on  the  other  hand  there  is  a  reluctance  to  add  to  capital 
once  the  enterprise  is  under  way.  The  numerous  compromises 
effected  are  shown  in  the  summary  in  Table  XXXIV.  It  will  be 
noted  that  a  maximum  as  well  as  a  minimum  subscription  is  set. 

The  tendency  for  workers'  societies  to  place  the  minimum 
capital  contribution  at  $10  and  the  maximum  at  $50  will  be  noted 

1  See  pp.  206  ff. 
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in  Table  XXXIV.  Any  greater  investment  is  made  in  loan  capi- 
tal. For  the  farmers'  enterprises,  the  practice  varies  widely,  al- 
though the  $100  minimum  and  $500  maximum  are  as  prominent 
as  any.  It  is  apparent  that  workers'  stores  require  of  a  member  a 
much  smaller  investment  than  the  farmers'  organizations.  As  a 
society  extends  its  operations,  it  is  customary  to  raise  the  mini- 
mum capital  required  from  each  member. 

The  practice  as  to  the  transfer  of  shares  varies  greatly,  and 
many  workers'  stores  have  allowed  no  transfer,  fearing  that  hostile 

TABLE  XXXV 

Transferability  of  Shares  in  Co-operatives 


Co-operative  Practices 


Fully  transferable  shares . 

No  transfers  allowed 

At  directors'  discretion. . . 

To  society  only 

To  society  first 


Total  societies , 


Workers' 

Farmers' 

Societies 

Societies 

II 

15 

16 

I 

9 

6 

3 

1 

6 

3 

45 

26 

All 

Societies 


71' 


*  No  data  available  for  16  societies. 


interests  might  be  brought  into  the  organization.  The  practices 
are  shown  in  Table  XXXV. 

In  Table  XXXV  will  be  noted  the  practice  of  one-third  of  the 
workers'  co-operatives  in  allowing  no  transfer,  while  eleven  are 
without  restrictions.  The  directors  have  discretionary  power  in 
nine  instances,  while  six  societies  allow  transfer  to  the  society 
only.  Among  the  farmers  the  predominant  practice  is  to  allow 
free  transfer,  although  six  of  their  organizations  have  the  directors 
pass  on  the  issue,  and  three  compel  the  member  to  offer  his  shares 
to  the  society  first. 

Redeemability  of  shares  a  former  auditor  of  co-operative 
stores1  has  claimed  to  be  responsible  for  more  co-operative  failures 

1 W.  C.  Sharpe. 
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than  any  other  reason.  The  basis  for  this  belief  has  been  the 
practice  of  members  of  withdrawing  funds  at  critical  times — a 
condition  having  a  counterpart  in  the  "run1'  on  a  commercial 
bank.  Increasingly,  co  operative  organizations  have  come  to  ap- 
preciate that  an  investment  in  a  co-  operative  must  of  necessity  be 
reasonably  permanent;  that  a  co-operative  cannot  purchase  in 
adequate  quantities  while  holding  a  ready  cash  fund  to  meet  the 
demands  of  doubtful  supporters. 

TABLE  XXXVI 

Redeemability  of  Co-operative  Shares 


Co-operative  Practice 

Fully  redeemable 

At  directors'  discretion 

Upon  leaving  town 

Upon  notice 

Upon  death 

Irredeemable 

Total  societies 


Workers' 

Farmers' 

Societies 

Societies 

15 

2 

II 

5 

I 

7 

6 

0 

1 

0 

10 

10 

44 

24 

All 

Societies 


68 


The  current  practice  is  brought  out  in  Table  XXXVI.  Only 
one-third  of  the  workers'  societies,  it  will  be  noted  in  this  table, 
allow  immediate  redemption  of  shares.1  Of  the  remainder,  eleven 
give  directors  the  right  of  decision  while  ten  permit  no  redemp- 
tion. The  farmers'  organizations  are  decidedly  more  determined 
to  allow  no  redemption  except  when  a  member  is  leaving  town, 
for  in  only  two  cases  is  immediate  redemption  possible. 

i)  The  financial  standing  of  co-operahves. — The  financial  show- 
ing of  existing  Illinois  co-operatives  is  a  remarkable  one,  for  not 
only  are  most  societies  on  a  sound  financial  basis,  but  the  earnings, 
also  even  in  the  years  of  depression,  indicate  a  strength  not  pos- 

1  Many  societies  at  present  allow  free  redemption  because  their  financial  condi- 
tion is  above  question.  If  they  became  financially  involved,  the  privilege  might 
speedily  be  withdrawn. 


PRESENT  STATUS  OF  CONSUMERS'  CO-OPERATION      271 

sessed  by  private  retail  enterprise.  Hampered  by  disloyalty,  lack 
of  organization,  insufficient  control,  and  independent  purchasing, 
the  stores  have  achieved  an  enviable  record. 

Two  tests  have  been  applied  to  indicate  their  standing:  (1) 
the  earnings  and  purchase  dividends  returned  for  the  year  1922; 
and  (2)  the  relative  costs  of  operation  as  compared  with  private 
businesses.  Data  are  available  for  thirty- two  of  the  thirty-eight 
Rochdale  workers'  societies  and  for  fifteen  of  the  Rochdale  farm- 
ers' organizations.1 

In  Rochdale  co-operatives  it  is  customary  to  pay  a  fixed  rate 
of  interest  upon  the  share  and  loan  capital,  commonly  4  per  cent, 
allowing  all  surplus  earnings  to  be  used  for  purchase  dividends, 
added  to  surplus,  or  expended  in  social  or  educational  activity. 
Thus,  the  principal  financial  benefits  accrue  as  percentage  divi- 
dends on  members'  purchases.  The  result  of  this  procedure  is  that 
the  small  percentage  returned  on  sales  serves  to  obscure  the  real 
gains.  For  example,  the  Quincy  Co-operative  Society  paid  in 
1922  3  per  cent  on  purchases  which,  expressed  as  the  return  accru- 
ing from  capital  investment,  was  39  per  cent.  Ordinarily  the  sales 
are  about  nine  times  the  amount  of  invested  capital  so  that  given 
earnings  expressed  on  capital  appear  much  larger. 

This  point  is  more  clearly  seen  in  Table  XXXVII  which 
shows  the  interest  rate  paid,  earnings  after  interest,  and  purchase 
dividend  payments  of  workers'  societies.  Individual  societies  are 
considered  to  indicate  the  degree  of  variation. 

Only  five  of  the  thirty-two  stores  noted  in  Table  XXXVII 
lost  money  during  1922.  Two  of  these  suffered  largely  because  of 
unemployed  members.2  For  the  remainder  of  the  stores,  earnings 
(on  sales)  varied  from  .74  per  cent  to  10.2  per  cent,  the  average 
being  5.683  per  cent.  Computed  on  the  share  capital,  the  range 

1  Five  farmers'  non-Rochdale  stores  are  not  included,  together  with  five,  oper- 
ated in  connection  with  producers'  co-operatives. 

2  This  is  the  case  at  Ladd  and  Witt. 
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TABLE  XXXVII 

Interest  and  Purchase  Dividend  Disbursements  op 
Co-operatives 


Society 


Benld 

Bloomington 

Canton 

Champaign 

Chicago 

Workmen's .... 

Roseland 

Clinton 

Christopher 

Edwardsville 

Farmington 

Galesburg 

Gillespie 

Herrin 

Lombard 

Hillsboro 

Ladd 

Mark 

Maryville 

Momence 

Mount  Olive 

North  Chicago  . . . 

Odin 

Pana 

Quincy 

Riverton 

Sparta 

Co-op 

Ideal 

Staunton 

Taylor  Springs  .  .  . 

Villa  Grove 

Waukegan 

Co-op.  Trading. 

Lithuanian 

Witt 


Interest 


Shares 


3 

4-5 
5 


Loans 


Earnings  (after 
Interest),  1922 


Percent- 
age 
on  Sales 


5-6 
4-5 


I 

8.5 
4-55 
10.2 

11 
** 


6 
3 
6 

(-13 
3 


6.84 

3.46 

0.74 
10. o 
6.15 


•43 


(-1.38) 


Percent- 


on  Share 
Cap. 


141 .0 
43-5 


I 

235  -° 
143.0 
255-0 

If 
** 


55.o 

60.3 

85.9 

-77.0) 

T 

112. o 

40.9 


157.0 

29.0 


r 

(-9.1) 


Percent- 
age 

on  Share 
and 
Loan 
Cap. 


235.0 

143.0 

65.0 

If 


32.5 
If 


55-o 
32.0 
85-9 

■57.o) 
28.5 

42.0 


§ 

5 
75 
27 

31 

(-6.3) 


Purchase  Dividends 
(1922) 


Percent- 
age 
Paid 


6.75 
4-5 
5.o 
o 

2.3 

o 

o 

5 

0.9 

9 

oj 

6 

20ft 

5 

o 
10 

6.5§ 

6 

6.6 

o 

o 

5 

3 

7 

5 

6 

2.5 

8 

6.25 

5t 


As  Per- 
centage 
of  Share 
Cap. 


166. 
43-5 
S2.9 
o 

25.7 

o 

o 
98.2 

o 

230.0 


200ft 
71.8 

o 

72 

I26§ 

79.2 

110. 
o 
o 

47 
39 
114. 8 

72.4 
in 

27.5 
126 

29.0 

51.2 
9.8 


As  Per- 
centage 
of  Share 
Cap. 
and 
Loan 
Cap. 


31-9 

28.0 

50.0 

o 

25-7 
o 
o 

98.2 

o 
58.0 

o 
20 

200  ft 

36. 

o 

40 

61. 9l 
79.2 
57.2 

o 
o 

38.9 

33.2 

43 

36.2 
in 
18.5 
60 

28.7 

35-5 
9.8 


*  Interest  paid  only  on  investments  over  $10.00. 

t  Percentage  paid  on  groceries,  10  per  cent  on  milk. 

J  Dividends  paid  but  unearned. 

§  Year,  July,  1922 — July,  1923. 

[1  Earned  money — no  specific  data  available. 

11  Lost  money — no  specific  data  available. 
**  Data  not  reliable,  condition  unknown, 
ft  A  portion  of  this  return  was  a  distribution  of  previous  earnings. 
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of  earnings  falls  between  8  per  cent  and  235.0  per  cent.  When  it  is 
remembered  that  a  small  interest  rate  has  been  deducted  (shown 
in  first  and  second  columns) ,  these  figures  appear  to  indicate  great 
earning  power. 

The  same  tendency  appears  from  a  study  of  dividends  paid, 
although  it  is  less  marked,  for  societies  have  grown  cautious  about 
disbursing  the  full  amount  of  their  earnings.  However,  some  so- 
cieties have  paid  a  greater  percentage  on  members'  purchases  than 
was  earned  on  total  sales.1  This  is  accounted  for  by  the  large  non- 
member  trade  which  is  given  either  a  lower  dividend  rate  or  none 
at  all.2 

The  record  of  the  farmers'  store  is  not  as  favorable,  both  be- 
cause of  the  severity  of  the  agricultural  depression  and  because 
of  the  decline  of  the  Farmers'  Union  movement.  In  Table 
XXXVIII  an  idea  may  be  gained  of  the  interest  paid  and  the 
purchase  dividends  returned.  Data  on  earnings  are  not  sufficient- 
ly accurate  to  warrant  their  inclusion. 

Table  XXXVIII  shows  that  seven  societies  have  paid  inter- 
est upon  the  investment,  while  six  were  able  to  return  purchase 
dividends  of  from  3  to  8  per  cent.3  These  purchase  dividends 
figured  upon  capital  investment4  are  returns  of  from  9.6  to  66.5 
per  cent.  Thus,  about  half  of  the  societies  were  able  to  make  a 
favorable  showing.  Of  the  rest,  three  were  placing  earnings  in  re- 
serve, while  three  were  losing  money. 

Another  difficult  but  valuable  test  of  the  success  of  Rochdale 

1  For  example,  Benld,  Hillsboro,  Mount  Olive,  Pana,  Riverton,  Sparta,  Villa 
Grove,  and  Waukegan. 

2  At  Benld,  a  half-dividend  is  given;  the  Lombard  Society  of  Herrin  gives  5  per 
cent,  the  Hillsboro  society,  3  per  cent,  Mount  Olive,  2  per  cent.  Waukegan  (Co- 
operative Trading  Co.)  allows  members  and  non-members  to  share  alike  on  grocery 
purchases. 

3  The  farmers'  stores  at  Ava,  Campbell  Hill,  and  Farina  allowed  dividends  to 
Farmers'  Union  members,  not  holding  shares  in  the  store.  Burgess  allowed  half- 
dividends  to  all  non-members,  while  Steeleville  returned  2  per  cent. 

4  Farmers'  societies  have  no  loan  capital. 
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co-operation  lies  in  a  comparison  of  operating  costs  with  those  of 
competitors.  A  number  of  studies  have  been  made  covering  both 
private  and  co-operative  stores,  but  no  reliable  data  are  available 
for  chain  stores,  though  a  number  of  guesses  have  been  made.  In 
Table  XXXIX  are  summarized  the  results  of  a  number  of  earlier 
cost  studies  together  with  the  results  of  this  survey.  The  attempt 
is  to  compare  the  common  labor  costs  and  common  total  costs. 

TABLE  XXXVIII 

Interest  and  Purchase  Dividends  of  Farmers' 
Stores  (1922) 


Society 


Ava 

Bingham. .    . . 

Brubaker 

Burgess 

Campbell  Hill 
Cooksville. . .  . 

Farina 

Kinmundy.  .  . 
New  Windsor. 
Pittsburg .... 

Pontiac 

Ramsey 

Ridge  Farm.  . 
Steeleville .... 


Interest 

Rate 

(Per  Cent) 


Purchase  Dividends 


On  Sales 
(Per  Cent) 


8.0 
O 

o 
* 

4.0 

3.0 

6.0 

3.6 

* 

o 
o 
o 
o 

4.0 


On  Capital 
(Per  Cent) 


66.5 

o 

o 
* 

22.3 

9.6 
50.5 

16.9 

o 
o 
o 
o 
45-o 


*  Organized  December,  1922. 

The  gross  profit  on  sales  is  obtained  by  adding  the  profit  margin 
to  the  total  costs. 

Table  XXXIX  shows  co-operative  costs  to  be  considerably 
lower  than  those  of  private  stores.  Thus,  the  two  Harvard  studies 
indicate  private  common  costs  to  be  from  14.6  to  17.3  per  cent — 
the  consumer  paying  retail  margins  on  sales  of  from  16.9  to  18.9 
per  cent,  while  for  co-operatives,  the  United  States  Bureau  of 
Labor  Statistics  co-operative  common  cost  figure  is  10.3  per  cent 
and  that  of  the  present  study  from  7.05  to  10.65  Per  cent-  Co- 
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operatives  add  to  the  price  of  goods  an  average  profit  margin  of 
from  5.6  to  5.9  per  cent,  which  is  returned  as  a  purchase  dividend. 
On  an  average  cost  basis  the  same  result  is  apparent  as  the 
A.  W.  Shaw  and  Company  figure  of  17.91  per  cent  (with  2  per 
cent  added  as  the  profit  margin)  compares  unfavorably  with  14.77 
per  cent — the  result  of  this  study.  Illinois  workers'  average  co- 
operative costs  (15.8  per  cent)  are  somewhat  higher  than  those 

TABLE  XXXIX 

Comparison  of  Operating  Costs  and  Profit  Margins 
in  Retail  Grocery  Stores 


Study 

Year 

Type  of  Store 

Common  Cost§ 

Profit 
Mar- 
gin § 

Cost  to 

Labor 

Total 

Consumer § 

U.S.  Bureau  of  Labor  Statistics. 

U.S.  Bureau  of  Markets 

A.  W.  Shaw  and  Company.  . .  . 

ig2o 
1916 
1015 
(?) 
1919 

1922 
1922 

1922 
1922 
1922 
1922 

Co-operative 
Co-operative 
Private 

Private 

Private 
Chain  Stores 

Co-operatives 
Co-operatives 
Workers'  Co-op. 
Farmers'  Co-op. 

5-5 

6.4t 

8.46J 

6.3 

6.4 
t 

9.04 
9-4t 
9-8$ 
7-4* 

10.3 
11. 7* 

i7-9it 

14.6 

*.. 

7. 05-10. 65 
i4-77t 

15. 8t 
9.66J 

5-9* 
t 

2.oJ 
2-3 

1.6 

t 

5-6 
5-6* 
5-6* 
5-6* 

16.2 

19.91J 

16.9 

18.9 
i5.oapp. 

12.65-16.25 
20.37 
21.4 
15-26 

Harvard  University  (St.  Louis 
Fed.  Res.  District) 

The  Present  Study: 

(Illinois  only)  (Mode) 

(Average) .... 
(Average) .... 
(Average) .... 

*  Estimated.         t  No  data  available.        J  Average. 


§  Expressed  as  a  percentage  of  sales. 


of  the  farmers'  (9.66  per  cent).  No  detailed  comparison  may  be 
made  for  chain  stores,  though  Hayward  and  White  estimate  their 
average  costs  as  15  per  cent. 

On  labor  costs  the  present  study  is  at  variance  with  those  pre- 
viously made.  The  United  States  Bureau  of  Labor  Statistics  indi- 
cated common  co-operative  labor  costs  to  be  5.5  per  cent — lower 
than  those  of  private  stores  (6.3).  This  study  shows  common 
labor  costs  to  be  9.04  per  cent — much  higher  than  the  Harvard 
figure  for  private  stores.  A  part  of  the  difference  lies  in  the  prac- 
tice of  Illinois  co-operatives  in  paying  above  competitive  rates 
for  union  labor. 


CHAPTER  XVII 

AN  APPRAISAL  OF  CONSUMERS'  CO-OPERATION 
IN  ILLINOIS 

In  the  preceding  chapters  detailed  facts  have  been  presented 
regarding  the  experience  with,  and  position  of,  consumers'  co-op- 
erative movements  in  Illinois.  Appendix  A  approaches  this  mate- 
rial from  a  different  angle  and  treats  of  local  co-operative  situa- 
tions. 

From  these  studies  it  may  be  observed  (i)  that  Illinois  has 
witnessed  a  considerable  number  of  distinct  co-operative  efforts; 
(2)  that  co-operative  movements  have  been  of  two  types:  (a) 
centralized  and  (b)  local;1  (3)  that  centralized  efforts  have  proved 
themselves  thoroughly  ineffective  and  have  rapidly  failed;  (4) 
that  local  organizations  have  met  with  a  varied  fate — some  have 
been  conspicuously  successful ;  others  have  shown  moderate  gains, 
while  a  number  have  gone  down  to  speedy  failure;  and  (5)  that 
federations  of  local  co-operatives  for  joint  purchasing  and  for  edu- 
tional  work  have  had  but  a  limited  growth. 

It  should  be  noted  that  such  conclusions  as  are  reached  in  this 
study  may  be  applied  only  with  great  caution  to  other  American 
co-operatives.  A  disproportionate  number  of  Illinois  societies  (as 
compared  to  population)  are  miners'  organizations.  The  condi- 
tions in  mining  towns  differ  considerably  from  those  in  cities  of 
diversified  industry.  With  this  in  mind,  an  attempt  has  been 
made  to  indicate  the  degree  to  which  societies  located  in  other 
than  mining  centers  have  succeeded.  Nevertheless,  a  careful  com- 
parative regional  analysis  would  be  needed  before  the  conclusions 

1  Local  organizations  have  frequently  formed  federations  in  order  to  secure 
the  advantages  of  joint  action. 
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here  stated  for  Illinois  could  be  widely  applied  in  other  situations. 
In  the  present  study  this  comparative  regional  survey  has  not 
been  essayed. 

The  difficulty  of  drawing  general  conclusions,  applicable  even 
to  Illinois,  will  be  readily  apparent.  The  co-operative  movement 
is  still  young,  a  limited  number  of  societies  has  been  launched, 
and  local  conditions  have  differed  greatly.  Measured  by  the  suc- 
cess of  the  strongest  organizations,  the  report  would  be  over- 
optimistic;  measured  by  the  disaster  encountered  by  ill-planned 
efforts,  the  outlook  would  seem  unpromising  indeed.  Any  ap- 
praisal must,  then,  be  in  terms  of  apparent  tendencies. 

In  this  chapter,  therefore,  such  tendencies  will  be  considered 
in  order  to  (1)  determine  the  validity  of  co-operative  claims  to 
superiority  (noted  in  chapter  i1) ;  (2)  indicate  the  factors  which 
augur  favorably  for  co-operative  development  in  the  future;  (3) 
call  attention  to  the  limitations  which  will  hamper  future  co-op- 
erative growth;  (4)  summarize  the  outlook  for  consumers'  co- 
operation in  Illinois;  and  (5)  draw  up  a  program  for  successful  co- 
operative organization  and  control. 

a)  An  appraisal  of  co-operative  claims  to  superiority. — Whether 
co-operatives  can  successfully  compete  with  profit-seeking  enter- 
prises is  an  important  test  of  alleged  co-operative  superiority. 
What  light  does  Illinois  experience  throw  upon  this  question? 

Consideration  will  first  be  given  to  comparative  operating 
costs  of  co-operative  and  private  business.2  Attention  will  then  be 
called  to  the  comparative  survival  record  from  191 2  to  1924. 
Finally,  the  possibility  that  co-operative  costs  may  be  lowered  by 
the  extension  of  the  movement  will  be  briefly  considered.  How- 
ever, the  co-operator  will  not  rest  his  case  on  a  comparison  of 

1  See  p.  4. 

2  It  is  here  assumed  that  to  compete  successfully  co-operatives  would  have  to 
incur  lower  operating  costs  or  purchase  more  advantageously.  Co-operative  pur- 
chases have  generally  been  on  the  same  basis  as  those  of  private  dealers.  See  p.  258. 
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immediate  benefits.  Rather,  he  is  interested  in  building  up  an 
organization  which,  when  more  fully  developed,  will  reduce  op- 
erating costs  and  will  supplant  the  present  business  structure. 

Even  in  the  present  undeveloped  state  of  the  movement,  co- 
operative operating  costs  generally  appear  to  be  lower  than  those 
of  private  stores.1  For  all  Illinois  societies,  analyzed  in  chapter 
xvi,  the  average  cost  of  operation  (on  sales)  was  less  than  15  per 
cent.2  None  of  the  estimates  of  private  store  costs  noted  were 
as  low.3  It  should,  of  course,  be  recognized  that,  under  the  co- 
operative plan,  members  bear  the  risks  of  the  enterprise  and 
should,  accordingly,  expect  a  saving  as  a  remuneration.  Although 
it  is  difficult  to  measure  the  adequacy  of  this  remuneration,  it  is 
the  opinion  of  the  writer  that  the  continued  financial  support 
given  to  co-operatives  indicates  that  members  believe  something 
is  to  be  gained.4  In  many  cases  these  gains  from  Rochdale  co- 
operation (figured  as  returns  on  investment)  have  been  very  large. 
Especially  has  this  been  true  of  societies  which  have  had  the 
backing  of  nationality  or  union  groups.  In  such  organizations 
members  have  been  amply  repaid  for  bearing  the  risk  burden.5 
On  the  other  hand,  a  few  societies  have  held  the  allegiance  of 
members  without  returning  to  them  an  adequate  market  recom- 
pense for  the  risks  which  they  have  borne.  In  general,  however, 
the  conclusion  holds  true  that  a  society  must  secure  for  its  mem- 

1  No  data  are  available  concerning  the  relative  costs  of  private  and  chain  stores. 

2  The  writer  recognizes  that  too  much  weight  should  not  be  given  to  this  esti- 
mate. Data  were  incomplete.  It  may  well  be  that  most  high-cost  co-operatives 
were  swept  away  by  the  depression  of  1921,  leaving  only  the  hardy  organizations 
to  be  measured. 

3  See  p.  275. 

4  It  has  been  repeatedly  shown  in  the  preceding  chapters  that  where  members 
felt  that  participation  in  a  co-operative  was  not  worth  while,  they  found  ways  of 
withdrawing  not  only  their  support  but  also  their  capital.  That  Rochdale  organiza- 
tions have  continued,  in  spite  of  their  difficulties,  lends  evidence  to  this  conclusion. 
The  record  of  survival  will  be  given  below. 

5  See  analysis  of  co-operative  earnings  in  chap.  xvi. 
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bers  an  adequate  return  in  order  to  retain  their  confidence.  In- 
deed, since  co-operative  earnings  are  most  frequently  figured  as 
earnings  on  sales  to  members,  the  return  necessary  to  satisfy  mem- 
bers has  often  been  far  higher  than  the  risk  involved  would  call 
for.1 

Co-operatives  have  not  generally  come  into  conflict  with  chain 
stores.2  Especially  is  this  true  of  the  farmers'  and  miners'  organ- 
izations. Nevertheless,  despite  conflicting  evidence,  some  tenta- 
tive conclusions  may  be  reached.  Illinois  co-operatives,  handling 
a  wide  variety  of  merchandise,  delivering,  and  granting  credit, 
incur  operating  costs  of  about  15  per  cent.  The  estimate  of  Hay- 
ward  and  White  as  to  costs  of  chain  store  operation  is  15  per 
cent.3  The  chain  store  does  not  grant  credit  and  does  not  deliver. 
It  is,  however,  doubtless  true  that  the  chain  store  has  a  consider- 
able margin  of  profit  included  within  the  estimated  1 5  per  cent — 
a  margin  which  would  allow  for  a  price  reduction.  On  the  other 
hand,  one  should  note  that  the  Co-operative  Trading  Company 
at  Waukegan  is  rapidly  expanding  in  the  face  of  competition  with 
Atlantic  and  Pacific  stores.4  The  Roseland  Co-operative  Society 
at  Chicago  finds  its  earnings  continuing  despite  the  presence  of  a 
chain  store  across  the  street.5  The  Farmington  Co-operative  So- 
ciety was,  when  visited,  crowded  with  patrons,  while  the  adjoin- 
ing chain  store  had  but  a  lone  customer.6  At  Bloomington,  the  co- 
operative society  has  grown  despite  chain  store  competition.7  It 
might  be  concluded  that,  to  a  certain  extent,  the  chain  store  and 
the  co-operative  operate  in  non-competitive  fields.  The  former  at- 
tempts to  attract  the  person  who  is  shopping  around,  with  cash 

1  For  more  complete  analysis,  see  p.  275. 

2  See  pp.  266-267.  3  See  p.  275. 

4  The  operations  of  this  society  are  described  in  Appendix  A. 
s  For  the  financial  standing  of  the  Roseland  society,  see  chap.  xii. 
6  The  operations  of  this  society  are  described  in  Appendix  A. 
1  The  operations  of  this  society  are  described  in  Appendix  A. 
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in  hand.  Its  "leaders"  are  enticements  to  enter.  The  latter  tries 
to  draw  a  steady  trade  from  regular  patrons.  It  gives  a  service 
and  a  type  of  goods  not  demanded  of  the  former.  In  fact,  the 
co-operative  adapts  its  goods  closely  to  the  demands  of  its  mem- 
bers. 

Nevertheless,  there  remains  some  overlapping  and  it  is  likely 
that,  in  the  future,  the  issue  will  be  more  definitely  joined.  On  the 
basis  of  the  insufficient  data  on  hand,  the  writer  is  not  inclined 
to  reach  a  more  definite  conclusion  with  regard  to  the  comparative 
standing  of  the  chain  store  and  the  co-operative.1 

Another  test  of  the  competitive  strength  of  Illinois  co-opera- 
tives is  their  ability  to  survive.  To  be  specific  as  to  this  record, 
tables  are  presented  (Tables  XL,  XLI,  XLII,  and  XLIII)  which 
summarize  the  data  on  the  number  of  co-operative  stores  existing 
in  the  state  from  191 2  to  1924,  classified  by  the  occupations  of 
members.  The  reader  should  note  that  the  data  here  presented 
are  of  stores,  not  of  societies.2  In  a  number  of  cases,  a  society  has 
been  operating  more  than  one  store. 

Table  XL  indicates  the  survival  record  of  miners'  co-opera- 
tives, showing  the  number  of  stores  started  in  each  year  of  the 
period,  1912-24,  together  with  their  length  of  life.  In  Tables 
XLI,  XLII,  and  XLIII,  the  same  information  is  presented  for 
railwaymen's  stores,  enterprises  of  other  workers,  and  farmers' 
organizations. 

At  first  glance,  Tables  XL,  XLI,  XLII,  and  XLIII  would  not 
bear  evidence  of  co-operative  success.  The  close  of  a  twelve-year 
period  of  marked  co-operative  activity  (1912-24)  finds  less  than  a 

1  The  writer  recognizes  the  superiority  of  the  administrative  organization  of  the 
chain  store;  also  its  economics  in  purchasing.  Administration  in  the  co-operative  is 
notoriously  weak.  Nevertheless,  the  co-operative  has  the  advantages  of  the  attach- 
ment of  its  members  and  greater  adaptability  in  caring  for  their  needs. 

2  The  store,  rather  than  the  society,  was  chosen  as  the  unit  in  order  to  bring 
out  more  clearly  the  expansion  of  co-operatives  during  the  years  1912-20  and  the 
retrenchment  during  1920,  192 1,  and  1922. 
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third  of  the  societies  which  were  launched  during  that  period  still 
in  operation.  Moreover,  since  1920,  expansion  in  all  co-operative 

TABLE  XL 

Workers'  Co-operatives  in  Illinois — Miners'  Stores 


Year  of 

Num- 
ber 

OF 

Stores 

Number  Closed  in  Each  of  the  Years  Indicated 

Num- 

Organiza- 
tion 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

SURVIV- 

INGI924 

Before: 
1912. . 
1912. . 
1913.. 
1914. • 
1915.. 
1916. . 
1917.. 
1918.. 
1919.. 
1920. . 
1921. . 
1922. . 
1923.. 

6 
1 

4 
6 

19 

9 

13 

13 

13 

21 

1 

0 

0 

1 
O 

O 
O 
O 

I 
O 
O 
O 

I 
O 
O 
O 

1 

O 
O 
O 
O 
O 
I 

O 
O 
O 

I 
I 
O 
O 

I 
O 
I 
O 
I 
O 
I 
O 

0 
0 
0 
0 

3 

0 
2 

1 
1 

0 
0 

1 
0 
0 

1 
0 

1 
2 

1 

0 
0 

0 
0 
2 

1 
1 
1 
2 

4 
1 

0 
0 

1 
0 
0 
0 
1 
0 
3 
3 
0 
0 

0 
0 
0 
0 

4 
2 
0 

5 
0 

3 
0 
0 
0 

2 

I 
I 
5 
7 
4 
8 

5 
5 

Totals 

106 

1 

O 

I 

2 

I 

2 

4 

7 

6 

12 

8 

14 

48 

TABLE  XLI 

Workers'  Co-operatives  in  Illinois — Railwaymen's  Stores 


Year  of 

Num- 
ber OF 
Stores* 

Number  Closed  in  Year  Indicated 

In 

Exist- 

Organization 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

ence 
1924 

1917 

3 
3 
5 
7 
3 
0 
0 

O 

0 
0 

1 
0 

1 

0 

1 
O 
0 

0 
0 
0 

2 

I 

0 
0 
0 
2 
0 
0 

0 
0 
0 
2 
0 
0 
0 

2 

1918 

IQIO 

2 
4 

I92O 

1921 

1022 

1923 

Totals 

21 

0 

0 

2 

1 

3 

2 

2 

II 

*  One  railwaymen's  store  was  opened  in  1914  and  closed  in  1915. 

movements,  has  practically  ceased,  while  each  year  has  been  taking 
a  considerable  toll  of  societies.  Indeed,  in  the  miners'  movement 
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TABLE  XLII 
Workers'  Co-operatives  in  Illinois — Unclassified  Occupations 


Year  of 

Num- 
ber 

OF 

Stores 

Number  Closed  ln  Each  of  the  Years  Indicated 

Num- 
ber 

Organiza- 
tion 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

Surviv- 
ing 1924 

Before: 
1912. . 
1912. . 
1913.. 
1914. . 
1915.. 
1916. . 
1917. . 
1918. . 
1919.. 
1920. . 
1921. . 
1922. . 
1923.- 

4 
1 
0 
1 
6 
3 
4 
6 
20 
26 
0 
1 
0 

1 
0 

0 

1 
0 

0 
0 
0 
0 

0 
0 
0 
0 
2 

I 
O 
O 
O 

I 
I 

0 
0 
0 
0 
0 
0 
0 

0 
0 
0 

1 
0 
0 
1 
1 

0 
0 
0 
0 
0 
1 
0 
2 
6 

0 
0 

0 
0 
1 
0 
0 
-   1 
5 
7 

0 
0 
0 
0 
0 
1 
0 
1 
7 
9 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 

5 

0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
1 
2 
0 
0 
0 

2 
O 
0 

2 

3 

3 

0 

Totals 

72 

1 

1 

0 

2 

3 

0 

3 

9 

14 

18 

5 

3 

13 

TABLE  XLIII 

Farmers'  Co-operatives  in  Illinois 


Year  of 

Num- 
ber 

OF 

Stores 

Number  Closed  ln  Each  of  the  Years  Indicated 

In  Ex- 

Organiza- 
tion 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

istence 
1924 

Before: 
1912. . 
1912. . 
1913.. 
1914. • 
1915.. 
1916. . 
1917. . 
1918. . 
1919.. 
1920. . 
1921. . 
1922. . 
1923.. 

4 
1 

7 

7 

4 

14 

2 

4 

13 

16 

4 
2 
2 

0 
0 

0 

0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 

0 
0 
0 

3 

1 
2 

2* 

1 

1 

2* 

1 

1 

0 

0 

0 

0 

2* 

0 

1 

0 

0 

1 
0 
0 
0 

1 
2 
0 

1 
1 

1 
0 
0 
0 

1 

5 
0 
0 
0 
3 

0 

0 
6 
0 
0 
2 
1 
1 
1 

3 
1 

0 
0 
0 
0 
0 
0 
0 
0 

3 
2 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 

0 
0 
0 

I 

I 

2 

8 

7 
3 
2 

2 

Totals 

80 

0 

0 

0 

0 

6 

7 

4 

6 

10 

IS 

5 

1 

26 

These  stores  may  have  closed  at  an  earlier  date.  Records  are  incomplete. 
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the  mortality  rate  of  1923  was  greater  than  in  any  preceding  year. 
A  possible  inference  from  these  facts  might  be  the  failure  of  co- 
operation. This  inference  has  been  the  one  generally  made.  Fur- 
ther study  of  the  figures  will,  however,  modify  this  conclusion. 

a)  An  analysis  of  the  record  of  those  miners'  stores  launched 
during  the  first  five  years  of  the  period  covered  in  Table  XL 
(19 1 2-1 6)  indicates  that  out  of  the  thirty-nine  stores  commencing 
operation  only  three  had  within  three  years  closed  their  doors.1 
After  eight  years  of  operation,  sixteen  had  passed  out  of  existence. 
It  may  thus  be  seen  that  the  miners'  societies,  which  were  launched 
before  the  boom  of  war  prices,  had  a  low  mortality  rate  during  the 
first  years  of  operation  and,  moreover,  that  the  majority  have  sur- 
vived the  depression  which  followed  the  crisis  of  1920-21.2  The 
record  of  the  sixty-one  stores  started  during  the  years  191 7-21  was 
hardly  as  favorable.  Within  three  years,  nineteen  had  closed  their 
doors.  In  interpreting  these  figures,  attention  is  directed  not  only 
to  the  difficult  period  of  post-war  readjustment  which  brought  an 
abnormally  high  death  rate  to  co-operatives,3  but  also  to  the  effect 
on  the  miners'  movement  of  the  financial  difficulties  of  the  Central 
States  Co-operative  Wholesale  Society.  This  society  was  in  such 
bad  straits  that  reorganization  proved  necessary  and  during  the 
years  1921,  1922,  and  1923,  thirty-five  of  its  branch  stores  in 
mining  towns  were  closed.  Thus  explained,  the  record  of  miners' 
co-operatives  is  more  favorable  than  the  figures  seem  to  indicate. 
The  organizations  which,  before  191 9,  operated  on  the  Rochdale 
basis  encountered  little  difficulty.  Similarly  those  organizations 

1  Of  these  thirty-nine  stores,  eighteen  are  still  in  operation. 

2  Of  the  sixty-five  stores  launched  during  the  period,  191 2-19,  only  sixteen  had 
closed  their  doors  during  the  first  five  years  of  operation.  Thirty-one  are  still  in 
existence. 

3  It  is  of  course  also  true  that  the  post-war  readjustment  brought  a  high  birth- 
rate to  co-operatives.  The  gains  during  1919  and  1920  were  very  nearly  offset  by 
the  severe  losses  which  followed.  Of  the  thirty-four  stores  launched  in  19 19  and 
1920,  nineteen  had  within  four  years  closed  their  doors. 
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which  adhered  closely  to  the  Rochdale  idea  during  the  period  of 
the  dominance  of  the  " American  Rochdale  Plan"  were  successful. 
Rochdale  co-operation  among  miners  has  not  been  a  failure.1 

b)  The  railwaymen's  movement,  although  late  in  starting,  has 
had  a  fair  record  of  survival.  Eleven  of  the  twenty-two  stores 
launched  during  the  period  1912-24  are  still  in  existence.  The  or- 
ganizations which  were  formed  in  1917,  1918,  and  191 9  have 
proved  the  most  lasting.  Of  the  eleven  societies  started  during 
that  period,  only  three  closed  their  doors  during  the  first  three 
years.  Eight  still  remain  in  operation.  On  the  other  hand,  of  the 
ten  societies  formed  in  1920  and  1921,  but  five  remain  as  sur- 
vivors. 

c)  Workers'  co-operatives  in  other  occupational  groups  were 
hardest  hit.  Out  of  seventy-two  stores  launched,  only  thirteen 
are  still  in  existence.  The  short-lived  character  of  the  co-opera- 
tives in  this  group  is  brought  out  in  the  following  figures: 

Stores  closed  during  first  year 17 

Stores  closed  during  second  year 19 

Stores  closed  during  third  year 13 

Total 49 

Out  of  the  seventy- two  stores  launched,  only  twenty- three  sur- 
vived the  first  three  years  of  operation.  The  greatest  development 
in  this  movement  centered  in  1919  and  1920.  The  majority  of  the 
stores,  then  launched,  failed  in  1920  and  192 1.2  The  record  of  this 
later  period,  however,  differs  little  from  that  from  1912  to  191 9. 
Failure  in  all  cases  came  speedily.  Sporadic  efforts,  mostly  in  the 
larger  cities,  guided  by  inexperienced  persons,  made  the  toll 
heavy.  Equally  significant  during  the  later  period  was  the  com- 
petition of  spurious  co-operatives  which  sapped  the  force  of  the 

1  Due  to  the  abnormal  conditions  prevailing  from  191 2  to  1924  generalization 
as  to  the  year  of  greatest  danger  in  the  life  of  a  co-operative  is  impossible. 

2  Out  of  the  forty-six  stores  launched  in  1919  and  1920,  forty-two  have  closed 
their  doors. 
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genuine  movements  of  northern  Illinois.1  The  twelve  stores  which 
still  remain  have,  for  the  most  part,  a  nationality  basis. 

d)  Consumers'  co-operation  among  farmers  has  generally  re- 
sulted in  failure.  Out  of  the  eighty  stores  launched  during  the 
twelve-year  period,  only  twenty-six  were  in  operation  at  its  close. 
The  greater  number  of  failures  occurred  during  the  first  five  years 
of  operation.2  The  record  of  the  stores  launched  before  the  close 
of  the  war  appears  even  less  favorable  than  that  of  stores  which 
began  operation  later.  Thus,  of  the  thirty-nine  stores  started  be- 
tween 191 2  and  1918  (inclusive),  twenty-five  had  closed  their 
doors  before  the  end  of  a  five-year  period.  Of  the  thirteen  launched 
in  1919,  only  five  had  ceased  operation  within  five  years.  Of  the 
twenty-four  coming  into  existence  since  191 9,  only  ten  have 
been  closed.  The  explanation  of  these  facts  must  rest  upon  a 
study  of  the  particular  farmers'  movements,  for  at  different  times 
different  movements  have  been  dominant.  In  southern  Illinois 
two  organizations  have  had  a  widespread  influence.  The  first  of 
these,  the  Farmers'  Educational  and  Co-operative  Union,  has 
been  rather  unsuccessful,  losing  most  of  its  stores  as  well  as  a 
wholesale  which  was  formed  at  East  St.  Louis.  The  decadence  of 
this  movement,  indeed,  set  in  before  the  depression  of  1921.  The 
eight  societies  which  remain  are,  however,  on  the  whole  exceed- 
ingly vigorous  and  reflect  strong  community  support.  The  second 
organization,  the  Farmers'  Equity  Exchange,  operating  since 
1 91 9,  has  placed  nine  stores  in  the  state,  eight  of  which  still  con- 
tinue. The  majority  of  these  are  side-lines  to  producers'  co-opera- 
tives and,  although  all  are  well  conducted,  the  spirit  and  object 
of  this  movement  is  that  of  producers'  co-operation.  The  further 
establishment  of  retail  enterprises  is  being  discouraged  by  the 
Equity  organization,  as  it  wishes  to  concentrate  its  efforts  in 

1  The  National  Consumers'  Co-operative  Association  of  Chicago  by  its  bank- 
ruptcy added  to  the  failures  in  this  group. 

2  The  record  follows:  first  year — 7  failures;  second  year — 5  failures;  third  year 
— 8  failures;  fourth  year — 9  failures;  and  fifth  year — 10  failures. 
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establishing  marketing  agencies,  where  it  feels  more  is  to  be 
gained.  The  independent  farmers'  stores,  scattered  throughout 
the  state,  have  been  only  moderately  successful.  Many  of  these 
stores  were  launched  as  early  as  191 5  and  continued  without  great 
difficulty  until  the  crisis  of  1920.  Since  that  time  the  mortality  rate 
has  been  high.  At  the  opening  of  1924  only  ten  stores  remained.1 

e)  The  liquidations  in  private  retail  business  may  be  as  numer- 
ous as  those  in  co-operative  business.  It  would,  indeed,  not  be  sur- 
prising if  such  were  the  case,  although  incomplete  data  are  avail- 
able on  this  point.  The  period  under  consideration  was  one  of  un- 
stable business  conditions  which  ended  in  a  disastrous  crisis.  It 
is  very  possible  that,  in  this  crisis,  private  business  suffered  more 
than  co-operatives. 

/)  The  abandonment  of  a  co-operative  enterprise  may  not 
spell  financial  failure  for  the  organization.  Frequently  members 
have  disagreed  or  have  been  doubtful  as  to  the  future  and  have 
dissolved  the  undertaking. 

Thus,  it  may  be  concluded  that  among  miners'  and  railway- 
men's  groups  co-operatives  have  had  a  fair  chance  of  survival  de- 
spite the  difficulties  which  have  beset  the  organizations.  The  rec- 
cord  of  other  occupational  groups  is  less  favorable. 

In  further  appraising  the  Illinois  co-operative  movement,  it  is 
of  interest  to  note  to  what  extent  the  co-operatives  in  this  state 
have  realized  the  long-run  aims  of  co-operation.  These  aims,  as 
previously  stated,  are  (1)  to  minimize  industrial  fluctuation 
through  the  adjustment  of  output  to  current  demand;  (2)  to 
stabilize  employment  through  the  steadier  flow  of  goods;  (3)  to 
eliminate  vast  wastes  such  as  the  excessive  number  of  competing 
stores,  competing  delivery  systems,  and  idle  clerks;  (4)  to  elimi- 
nate many  competitive  expenses  now  necessary  to  "secure  a  grip 
on  the  consumer"  such  as  excessive  advertising  and  selling  on 

1  Four  of  these  were  continuing  so  that  directors  might  have  an  opportunity 
to  reduce  their  losses  on  notes  which  had  been  personally  indorsed. 
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consignment;  (5)  to  eliminate  many  forms  of  fraud  such  as 
adulteration,  short-weighting,  mislabeling,  and  "puffing"  of  arti- 
cles for  sale;  (6)  to  eliminate  the  pressure  of  salesmanship  which 
creates  vast  social  losses  by  directing  social  energy  to  the  produc- 
tion of  articles  for  which  people  have  little  use  once  the  articles  are 
taken  off  the  market;  (7)  to  eliminate  much  of  the  attempt  to 
"make  business"  through  stimulating  decorous  waste;  (8)  to 
eliminate  the  possibility  of  capitalistic  monopoly,  since  the  co- 
operative offers  an  alternative  channel  of  distribution  in  which  the 
profit  motive  does  not  exist;  (9)  to  reduce  the  risks  involved  in  an 
undertaking  because  of  the  superior  ability  to  the  co-operative  to 
judge  demand;  (10)  to  insure  the  employment  of  labor  under 
"fair"  conditions  and  to  lessen  the  motive  for  exploitation;  (n) 
to  substitute  a  practical  education  in  democratic  control  of  indus- 
try for  an  ignorant  distrust  of  the  private  dealer;  and  (12)  to  bring 
better  financial  habits  to  workers  by  encouraging  cash  payments 
and  by  stimulating  individual  saving. 

The  answers  which  the  Illinois  co-operative  experience  gives  to 
the  foregoing  questions  will  be  considered  seriatim.  It  must  be 
admitted  in  advance,  however,  that  the  Illinois  movement  has 
been  so  small  as  to  make  any  tendency  almost  unnoticeable. 

1.  Illinois  co-operatives  have  not  appreciably  minimized  in- 
dustrial fluctuation  by  an  adjustment  of  their  purchase  orders  to 
the  current  demand.  Under  untrained  leaders,  co-operative  stores 
have  generally  overpurchased  to  as  great  an  extent  as  private 
dealers.  The  crisis  of  1920,  for  example,  found  co-operatives  great- 
ly overstocked.  Nevertheless,  the  co-operative,  by  purchasing 
staple  lines,  has  tended  to  hold  production  in  conservative  chan- 
nels and  thus  to  sustain  the  demand  in  these  lines.1 

1  This  policy  of  buying  established  lines  of  goods  has  its  unfavorable  as  well  as 
favorable  aspects.  Operating  on  a  larger  scale,  it  would  tend  to  retard  invention. 
It  may,  indeed,  be  said  of  the  co-operative  movement  of  Great  Britain  that  they 
have  been  reluctant  to  accept  innovations  and  have  accordingly  left  the  development 
of  a  market  for  inventions  to  profit-seeking  institutions. 
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2.  Since  the  flow  of  goods  through  the  co-operative  store  ap- 
peared to  differ  but  little  from  the  flow  through  private  channels, 
there  is  little  evidence  to  warrant  the  belief  that  Illinois  co-opera- 
tives have  stabilized  industrial  employment. 

3.  Co-operation  in  Illinois  has,  apparently,  increased  instead 
of  decreased  the  number  of  competing  stores,  competing  delivery 
systems,  and  idle  clerks.  In  very  few  cases  is  it  clear  that  compet- 
itors have  left  the  business  because  of  the  entrance  of  the  co-opera- 
tive into  the  field.1  Rather,  the  action  of  the  private  stores  of 
Farmington  appears  to  have  been  more  typical.  There,  the  co- 
operative receives  a  very  large  portion  of  the  purchasing  power  of 
the  town — yet  private  dealers  are  continuing  and  attempt  to  en- 
tice citizens  into  purchasing  at  their  emporiums.  So  long  as  com- 
petitive dealers  can  pay  their  rent  and  "take  their  living"  out  of 
the  store,  they  hold  on,  and  wait  for  better  times. 

Where  the  private  stores  are  the  dominant  factor  in  the  local 
situation,  increased  duplication  of  facilities  through  the  entrance 
of  the  co-operative  is  even  clearer.  There,  the  co-operative  strug- 
gles to  hold  on,  and  other  dealers  continue  with  their  previous 
equipment.2 

In  almost  all  towns  in  which  delivery  is  customary,  the  co- 
operative has  set  up  a  competing  delivery  system.  Moreover, 
added  duplication  results  from  co-operative  operation  in  the 
added  amount  of  idle  time  of  clerks  in  the  community.  In  no  re- 
tail business  is  a  clerk  fully  occupied  during  all  hours  of  the  day. 
Consequently,  with  more  stores,  there  has  tended  to  be  more 
waste  time.3 

1  It  is  probable  that  in  some  cases  stores  were  pushed  out  of  business.  The 
tenacity  of  the  small  capitalist  is,  however,  surprising. 

2  The  ardent  co-operator  will  urge  that  the  co-operative  movement  must  first 
duplicate  and  later  force  competitors  into  bankruptcy  or  cause  them  to  sell  out  to 
the  co-operative.  He  will,  with  some  justification,  urge  that  the  movement  has  not 
had  enough  time  to  develop  to  a  point  where  this  result  would  follow. 

3  Of  course,  a  store  proprietor  may  lay  off  a  clerk  if  trade  greatly  declines,  but 
the  tendency,  nevertheless,  would  be  toward  an  increase  in  the  duplication. 


APPRAISAL  OF  CONSUMERS'  CO-OPERATION  IN  ILLINOIS     289 

4.  The  co-operative  appears  to  have  made  but  little  headway 
in  the  endeavor  to  eliminate  many  competitive  expenses  now  nec- 
essary to  "secure  a  grip  on  the  consumer."  Though  Illinois  co- 
operatives have,  largely  by  reason  of  location,  done  little  advertis- 
ing of  a  price  character,  many  have  incurred  large  expenses  in  the 
distribution  of  literature  and  the  hiring  of  speakers  to  develop  in 
members  a  feeling  of  loyalty.  Such  propaganda  enters  into  the 
cost  of  operation  of  the  co-operative.  It  is,  indeed,  possible  that 
the  co-operative  expenditures  for  this  purpose  will  nearly  counter- 
balance the  advertising  expenses  of  the  private  competitor.1  Co- 
operative propaganda,  it  should  be  noted,  is  generally  more  fruit- 
ful than  the  advertising  of  the  private  dealer,  for  the  attachment 
which  comes  from  owning  a  share  in,  and  being  a  member  of,  a  co- 
operative is  undoubtedly  a  large  drawing  card.  Then,  too,  much 
of  the  co-operative  propaganda  cost  might  be  charged  to  the 
securing  of  new  members  and  the  raising  of  new  capital,  since 
these  are  much  emphasized  by  co-operative  leaders. 

It  may  thus  be  seen  that  the  co-operative  has  not  reduced  the 
total  cost  of  attracting  trade  to  the  store,  but  it  has  substituted  a 
different,  and  somewhat  more  effective,  type  of  enticement. 

5.  It  appears  that  the  Illinois  co-operative  movement  has, 
within  the  scope  of  its  operation,  been  able  to  eliminate  many  of 
the  forms  of  fraud,  such  as  short  weighting,  adulteration,  mis- 
labeling, and  "puffing"  of  articles.  There  is  no  strong  motive  im- 
pelling the  co-operative  butcher  to  weigh  his  ringer  along  with 
the  meat.  The  co-operative  grocery  clerk  is  less  inclined  consist- 
ently to  weigh  fifteen  ounces  to  the  pound.  Furthermore,  the  co- 

1  Advertising  in  retailing  is,  of  course,  a  differential  cost — the  cost  of  getting 
trade  from  one's  competitor.  Where  the  total  advertising  expenses  are  high,  it  is 
possible  that  the  total  cost  (on  sales)  will  be  reduced  through  an  increased  volume  of 
trade.  This  added  trade  may  be  returned  to  the  competitor  if  he  counters  with  an 
extensive  advertising  campaign.  Then,  with  the  trade  divided  as  before,  the  costs  of 
retailing  will  be  higher.  The  co-operative  will  not  be  in  a  position  greatly  to  reduce 
such  costs  until  such  time  as  it  may  have  a  monopoly  power.  Though  the  type 
of  advertising  appeal  used  may  differ,  the  effect  on  price  will  be  the  same. 
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operative  clerk  would  be  less  tempted  to  mix  cheap  coffee  with  ex- 
pensive coffee  to  sell  at  a  high  figure  or,  in  sorting  peaches,  to 
put  the  largest  ones  on  the  top  of  the  basket.1  This  is  not  to  deny 
that  many  private  dealers  have  found  "that  honesty  pays."  It  is, 
however,  to  assert  that  co-operatives  are  less  inclined  to  act  in  a 
fraudulent  way  than  private  dealers. 

The  members,  moreover,  are  ready  to  note  any  abuses  and  are 
not  unwilling  to  air  their  grievances  against  any  manager  or  clerk 
who  has  erred.  In  short,  the  members  have  recourse.2  They  are 
the  owners  and  controllers.  To  trade  at  a  co-operative  is  to  relieve 
one's  mind  of  the  fear  that  someone  will  cheat  you  if  you  are  not 
exceedingly  cautious.  Therein  lies  one  of  the  great  advantages  of 
the  co-operative. 

6.  Illinois  co-operatives  may  be  said  to  have  tended  to  elimi- 
nate the  pressure  of  salesmanship.  The  customer  of  the  co-opera- 
tive finds  no  solicitous  clerk  anxious  to  sell  him  articles  for  which 
he  has  little  use.  If  the  customer  desires  an  article,  he  calls  for  it. 
The  co-operative  clerk  does  not  press  articles  upon  him.  Further- 
more, the  clerks  do  not  study  convincing  ways  of  clinching  a 
sale — they  allow  the  customer  rationally  to  consider  his  wants. 

7.  The  co-operative  movement  in  Illinois  has,  within  the  scope 
of  its  operation,  tended  to  eliminate  much  of  the  attempt  to 
"make  business"  through  stimulating  decorous  waste.  The  co- 
operative is  essentially  conservative.  It  follows  fads  if  the  demand 
comes  from  the  consumer-members  but,  it  does  not  attempt  to 
foster  decorous  waste  to  secure  gain.  Thus,  the  co-operative  clerk 
does  not  attempt  to  further  the  sale  of  high-priced  (and  high- 

1  It  may  be  urged  with  some  justification  that  the  co-operative  manager  is 
anxious  to  make  a  good  showing  and  will,  accordingly,  tend  to  skimp  on  quality 
and  quantity.  This  motive,  however,  is  not  so  strong  as  the  quest  for  private  profit 
and  is  so  contrary  to  the  spirit  of  co-operative  organization  that  it  is  little  tolerated. 

2  One  might  counter  by  saying  that  the  patron  of  a  private  store  has  recourse — 
that  of  withdrawing  his  patronage.  It  should,  however,  be  noted  that  such  recourse 
is  of  doubtful  value,  for  the  next  tradesman  patronized  may  be  even  more  dishonest. 
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profit)  lines.  Women  are  not  encouraged  to  buy  the  latest  modes 
by  such  co-operative  societies  as  carry  ladies'  apparel.  The  union 
undertaking  establishments  of  Illinois  (quasi-co-operative)  do  not 
urge  upon  the  widow  the  necessity  of  buying  a  high-priced  coffin 
for  her  deceased  husband.  Thus  the  co-operative  has  to  some  de- 
gree been  able  to  eliminate  ostentatious  consumption. 

8.  In  some  Illinois  situations,  the  co-operative  movement  has 
been  able  to  eliminate  the  possibility  of  capitalistic  monopoly 
through  the  opening  of  an  alternative  channel  of  distribution. 
Especially  in  small  towns  has  the  co-operative  acted  in  this  capac- 
ity. The  lone  grocer  on  Main  Street  has  found  a  competitor  in 
the  field  and  has  had  to  adjust  his  prices  accordingly.1  Illinois  co- 
operatives, however,  have  not  reached  back  into  the  field  of  pro- 
duction where  the  greatest  possibility  of  capitalistic  monopoly 
exists. 

9.  Illinois  co-operatives  have,  to  some  extent,  been  able  to 
reduce  the  risks  involved  in  an  undertaking  because  of  their  su- 
perior ability  to  judge  demand.  The  co-operative  has,  as  a  rule, 
a  steady  body  of  patrons.  These  patrons  come  into  very  close 
touch  with  the  management  of  the  store.  The  manager,  accord- 
ingly, knows  what  they  want  and  provides  it  for  them,  although 
he  frequently  orders  it  in  too  large  quantities.2  The  co-operative 
store  is  thus  at  an  advantage  over  competitive  institutions  that 
must  meet  a  more  uncertain  demand.  The  difference,  however,  is 
at  present  not  great. 

10.  With  a  few  notable  exceptions,  one  of  the  cardinal  points 
of  the  co-operative  movement  in  Illinois  has  been  the  employ- 
ment of  labor  under  "fair"  conditions.  With  a  membership 
strongly  union  in  its  bias,  union  labor  is  insisted  upon.  The  wage 

1  The  mail  order  houses,  of  course,  have  been  much  more  active  factors  in  reme- 
dying this  situation.  Good  roads  have  also  had  an  influence. 

2  In  an  important  minority  of  co-operative  societies  the  manager  has  been 
prone  to  allow  clever  salesmen  to  sell  him  a  miscellaneous  assortment  of  merchandise. 
This  has  not  been  true  of  the  greater  number  of  co-operatives. 
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scale  for  clerks  is  considerably  above  that  of  competitors.1  Man- 
agers of  the  smaller  societies,  also,  have  been  well  paid,  though 
superior  ability  is  not  adequately  recognized.  This  higher  wage 
scale  may,  in  part,  be  accounted  for  by  the  strategic  position  of 
co-operative  employees.  They  can,  without  great  fear  of  discharge, 
press  upon  directors  and  members  demands  for  "fair"  treatment. 

ii.  The  Illinois  co-operative  movement  has,  to  a  limited  de- 
gree, been  successful  in  substituting  a  practical  education  in  demo- 
cratic control  of  industry  for  an  ignorant  distrust  of  the  private 
dealer.  It  is  clear  that  the  directors  of  most  co-operative  societies 
have  gained  very  real  benefit  from  the  deliberations  of  the  boards. 
The  small  minority  of  members  who  have  taken  an  active  part  in 
the  affairs  of  the  society  have  also  been  initiated  into  the  secrets 
of  retailing.  Specifically,  it  would  be  an  unusual  co-operator  who 
would  term  retail  trade  costless  and  unproductive.  Not  many  co- 
operative members  would  be  certain  that  the  retailer  takes  an  un- 
duly large  profit  margin.  This  attitude  of  the  experienced  co-op- 
erator was  pointedly  put  by  a  store  manager:  "It  is  not  the  retail 
grocer  we  are  after.  The  average  retailer  works  a  damn  sight  hard- 
er for  his  living  than  any  laboring  man There  are  too  many 

retail  stores,  too  many  overhead  costs,  with  consequent  high 
prices."2 

A  further  educational  effect  of  the  co-operative  is  in  the  oppor- 
tunity it  affords  to  "knit  the  community  together."  Individuals 
come  to  know  one  another,  to  work  together,  and  to  appreciate 
the  power  of  union. 

12.  The  consumers'  co-operatives  in  Illinois  have  gone  some 
distance  in  their  endeavor  to  bring  better  financial  habits  to  work- 
ers. The  purchase  dividends,  credited  quarterly  or  semiannually, 

1  See  p.  22i. 

2  Statement  of  L.  R.  Maupin,  manager  of  the  Danville  branches  of  the  Central 
States  Co-operative  Wholesale  Society.  Proceedings  of  Convention  of  Central  States 
Co-operative  Wholesale  Society  (October  29,  1922),  p.  57. 
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have  been  in  the  nature  of  forced  savings.  A  considerable  number 
of  members  have  come  to  appreciate  the  thrift  which  results  from 
the  use  of  the  purchase  dividend  system.  Moreover,  the  rulings  of 
some  Illinois  co-operatives  that  members  must  accumulate  pur- 
chase dividends  until  $50  or  $100  of  shares  have  been  paid  for, 
tend  to  further  thrift.  The  failure  of  co-operatives  to  appreciate 
the  necessity  of  paying  a  market  rate  of  interest  on  capital,  how- 
ever, has  limited  the  capital  accumulation  of  co-operatives.  Co- 
operatives have  not  gone  a  great  distance  in  encouraging  cash 
payments.  Nevertheless,  they  have,  on  the  whole,  tended  to  in- 
crease the  savings  of  the  working  classes. 

13.  Illinois  co-operatives  have,  with  their  appeal  for  loyalty, 
attempted  with  some  success  to  eliminate  for  their  members  the 
great  costs  involved  in  the  modern  habit  of  "shopping  around." 
The  habit  tends  both  to  make  goods  more  expensive1  and  to  waste 
time  which,  it  would  seem,  could  be  better  used.  The  endeavor  of 
the  co-operation  has  been  made  especially  difficult  because  of 
chain  store  "leaders,"  "special  sales,"  and  mail  order  "bargains." 
Moreover,  most  housewives  do  not  place  a  high  value  on  their 
time  and  rather  enjoy  gazing  into  well-decorated  shop  windows 
and  casually  inquiring  as  to  prices  at  a  number  of  stores.  Despite 
these  attractions  it  seems  clear  that  the  co-operative  has  had  a 
fair  degree  of  success  in  holding  the  purchasing  power  of  members 
in  the  lines  handled  by  the  organization.2 

14.  Finally,  co-operatives  have  tended  to  encourage  truth  in 

1  Added  salesmen  are  needed  to  cater  to  the  casual  shoppers;  elaborate  window 
displays  increase  the  cost;  and  the  competitive  duplication  is  greater. 

2  Many  co-operative  members  have  followed  an  interesting  policy — one  that  the 
writer  has  copied  in  his  own  purchasing.  The  weekly  "leaders"  of  chain  stores  are 
bought  at  very  low  figures  and  the  balance  of  the  purchasing  is  done  from  the  co- 
operative. This  allows  one  the  advantage  of  the  favorable  prices  of  both  the  co- 
operative and  the  chain  store.  Furthermore,  the  purchasing  of  chain  store  "leaders" 
only,  tends  to  cut  the  profits  of  that  organization.  In  meat,  fruit,  and  vegetable 
lines,  the  co-operative  often  has  the  most  outstanding  advantage. 
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accounting  statements  and  openness  in  business  dealings.  Almost 
every  Illinois  co-operative  publishes  a  balance  sheet  and  profit- 
and-loss  statement  for  the  benefit  of  members.  Such  an  account- 
ing report  is  an  attempt  to  show  the  true  status  of  the  business. 
Costs,  earnings,  assets,  and  liabilities  are  open  for  the  inspection 
of  members.  Though  ignorance,  coupled  with  some  managerial 
dishonesty,  has  often  distorted  the  figures,  the  co-operative  has 
aimed  in  the  direction  of  finding  the  actual  cost  of  handling  goods. 
Moreover,  the  co-operative  auditor  has  not  been  beset  with  the 
difficulty  of  evaluating  good-will  or  juggling  other  asset  accounts. 
In  the  co-operative,  the  capital  stock  figure  means  but  one  thing— 
cash  investment.  Surplus  (or  reserve)  includes  only  reinvested 
earnings. 

It  will  now  be  clear  that,  although  the  co-operative  movement 
is  too  new  adequately  to  test  its  reform  significance,  the  data 
indicate  that  co-operatives  have,  in  some  measure,  justified  their 
claims  to  superiority.  Within  its  limited  scope  co-operation  has 
(i)  operated  retail  businesses  on  a  cost  basis  which  compares  fa- 
vorably with  private  stores;1  (2)  survived  a  severe  post-war  de- 
pression,2 losing  heavily  only  (a)  among  farmers,  (b)  in  the  un- 
classified trades,3  and  (c)  in  the  experiments  in  co-operative  cen- 
tralization; (3)  eliminated  many  of  the  motives  for  fraud;  (4)  re- 
duced the  pressure  of  salesmanship;  (5)  eliminated  much  of  the 
attempt  to  "make  business"  through  stimulating  decorous  waste; 
(6)  reduced,  in  some  small  towns,  capitalistic  monopoly;  (7) 
proved  superior  in  its  ability  to  judge  demand;  (8)  employed 
labor,  for  the  most  part,  under  "fair"  conditions;  (9)  brought  to 
many  workers  a  practical  education  in  democratic  control  of  in- 

1  No  adequate  statement  can  be  made  concerning  the  relative  standing  of  co- 
operative and  chain  stores. 

2  The  most  favorable  records  are  those  of  railwaymen's  and  miners'  stores. 

3  Other  trades  than  railroading  and  mining.  Most  of  these  societies  were  in  the 
northern  Illinois  district  and  contained  members  from  various  occupational  groups. 
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dustry;  (10)  materially  bettered  the  financial  habits  of  workers; 
(11)  tended  to  eliminate  the  cost  of  "shopping  around";  and  (12) 
encouraged  truth  in  accounting  statements  and  openness  in  busi- 
ness dealings. 

On  the  other  hand,  co-operation  has  (1)  tended  to  increase 
the  duplication  of  marketing  facilities;  (2)  followed,  rather  than 
led,  in  the  adoption  of  new  lines  of  merchandise;  (3)  failed  to 
lessen  materially  the  grip  of  the  credit  system  upon  workers;  (4) 
failed  to  secure  the  necessary  capital  to  allow  expansion  into 
further  lines  of  activity;  and  (5)  acquired  the  reputation  of  being 
unsuccessful,  thus  limiting  its  growth. 

b)  Factors  which  augur  favorably  for  co-operative  development  in 
the  future. — Since  the  co-operative  movement  in  its  immaturity 
does  not,  at  present,  receive  the  widespread  support  of  workers, 
it  is  interesting  to  note  the  factors  which  augur  favorably  for  co- 
operative development  in  the  future.  The  following  appear  to  be 
the  most  outstanding: 

1.  There  are  in  Illinois  a  substantial  number  of  financially  suc- 
cessful co-operatives  which  have  survived  a  difficult  post-war 
period.1  The. strength  of  these  organizations  indicates  the  proba- 
bility of  future  expansion.2 

2.  Co-operative  organizations  have  been  continuing  to  move 
toward  closer  federation.  Despite  depression  and  disaster  the 
Central  States  Co-operative  Wholesale  Society  has,  since  1915, 
continued  as  a  central  federation  of  consumers'  societies.3  Fur- 
thermore, the  Co-operative  League  (New  York)  and  the  All- 

1  The  financial  record  of  the  surviving  societies  is  analyzed  in  chap.  xvi. 

2  A  number  of  moves  toward  expansion  are  now  being  made  (1925).  The  Co- 
operative Trading  Company  of  Waukegan  has  opened  a  branch  store  and  has 
expanded  its  milk  business.  The  Tilden  Labor  Co-operative.  Society  has  gone  into 
new  and  larger  quarters.  Expansion  is  also  reported  by  the  Bloomington  Co-opera- 
tive Society. 

3  During  the  period  1919-22,  it  will  be  recalled,  the  Central  States  organization 
largely  neglected  its  functions  as  a  federation  of  Illinois  co-operatives.  See  chap.  v. 
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American  Co-operative  Commission  (Cleveland)  have  been  out- 
side federative  forces  whose  activity  has  been  helpful  to  the  move- 
ment. Moreover,  the  energy  of  co-operative  federation  has  been 
on  the  increase.  Never  has  the  educational  or  federative  work  of 
the  Central  States  Co-operative  Wholesale  Society  been  stronger. 

Viewing  the  matter  in  a  wider  perspective,  the  onrush  of  the 
International  co-operative  movement  (with  which  the  Co-opera- 
tive League  is  affiliated)  promises  much  for  continued  co-opera- 
tive growth  in  the  United  States.1  Labor  papers  have  continued 
to  play  up  European  co-operatives,  federal  officials  have  lauded 
the  British  movement,  and  American  co-operators  have  been  in- 
spired by  the  success  abroad.2 

3.  A  third  favorable  indication  appears  from  the  cyclical  na- 
ture of  co-operative  enthusiasm.  This  enthusiasm  runs  strongest 
on  an  advancing  price  level.  The  present  comparative  stagnation 
in  the  co-operative  movement  may  not  be  taken  as  permanent, 
for  the  historical  growth  of  the  movement3  would  clearly  indicate 
that,  with  another  period  of  "prosperity,"  renewed  co-operative 

1  The  International  federation  is  called  the  International  Co-operative  Alliance 
(London). 

2  The  Illinois  co-operative  movement  has,  for  some  time,  been  purchasing 
quantities  of  tea  from  the  English  and  Scottish  co-operative  wholesales. 

3  The  historical  growth  of  the  movement  was  traced  in  chap.  ii.  In  a  word,  the 
movement  started  with  the  early  enthusiasm  of  the  Sovereigns  and  the  Grangers, 
dying  down  after  1876,  but  reviving  with  the  vociferous  Knights.  Stagnation  again 
appeared  in  the  early  go's,  but  the  Nelson  and  Right  Relationship  growths  were,  by 
1900,  to  take  some  root.  Shortly  afterward,  isolated  mining  groups  were  independ- 
ently to  take  up  the  movement.  After  19 10,  when  the  socialists  and  the  Farmers' 
Union  were  to  interest  themselves  in  co-operation,  another  upswing  began.  By 
1913,  the  growth  was  marked,  especially  among  the  miners.  Then,  with  the  out- 
break of  war  in  Europe  and  the  advancing  price  level,  interest  was  greatly  increased. 
Indeed,  when  prices  continued  to  soar  after  the  close  of  the  war,  the  movement 
underwent  a  mushroom  growth.  Much  of  the  structure  of  the  movement  was  built 
on  an  unsound  basis  and  fell  with  the  rapid  price  declines  of  late  1920  and  1921,  By 
the  close  of  1924,  an  increase  in  interest  was  apparent.  The  communists  had  begun 
to  talk  co-operatives,  labor  groups  were  somewhat  warmer  toward  the  subject,  and 
religious  and  social  groups  were  again  discussing  the  idea. 


APPRAISAL  OF  CONSUMERS'  CO-OPERATION  IN  ILLINOIS     297 

interest  would  obtain.1  In  this  connection  it  should  be  noted  that 
much  remains  to  build  upon.  Successful  co-operatives  are  now 
scattered  through  the  state,  educational  federations  are  able  and 
willing  to  send  literature  and  speakers  to  interested  groups,  and 
the  expanding  operations  of  existing  societies  would  alone  be  a 
great  element  in  the  upbuilding  of  the  movement.2 

4.  It  should  also  be  recalled  that  the  past  has  furnished  excel- 
lent training  in  co-operative  control  and  operation.  True  it  is  that 
all  too  frequently  co-operators  have  been  disinclined  to  heed  the 
dictates  of  experience,  but  sounder  methods  of  control  have, 
nevertheless,  been  gaining  ground.  Accounting  and  auditing  have 
been  improving  in  quality,  boards  of  directors  have  become 
schooled  in  control,  members  have  become  less  expectant  of  im- 
mediate high  dividends,  and  many  unworkable  plans  have  been 
tested  and  found  wanting.  In  this  connection  should  be  particu- 
larly noted  the  excellent  educational  value  in  the  failure  of  cen- 
tralized control  as  shown  in  the  Central  States  Co-operative 
Wholesale  Society  experience.3  This  type  of  endeavor  will  not 
soon  be  duplicated  in  Illinois.  In  a  similar  experimental  way, 
credit  policies,  delivery  policies,  financial  policies,  and  labor  pol- 
icies have  been  better  worked  out.4  Moreover,  some  large  re- 
serve funds  have  been  built  up.4a 

1  Price  forecasting  is  at  best  difficult.  The  writer,  however,  believes  it  reason- 
able to  assume  that  changes  in  the  level  of  commodity  prices  will  occur  in  the  future, 
as  in  the  past.  The  great  accumulations  of  gold  reserves  in  the  Federal  Reserve 
banks  would  especially  lead  one  to  believe  that  they  will  not  long  be  locked  up. 
Even  if  domestic  conditions  favored  price  stability,  the  uncertain  foreign  situation 
would  seem  to  promise  some  price  fluctuation. 

2  The  fact  that  the  co-operative  movement  in  Illinois  is  now  controlled  mainly 
by  men  of  an  older  generation  would  appear  to  be  a  limiting  factor.  See,  below, 
p.  300. 

3  See  above,  p.  94. 

4  The  favorable  aspects  of  co-operative  financing  are  mentioned  in  the  section 
on  "Co-operative  Financial  Policies,"  chap.  xv.  The  reader  is  also  referred  to  Ap- 
pendix A,  where  the  histories  of  the  local  organizations  are  traced.  Financial  and 


298     CONSUMERS'  CO-OPERATIVE  MOVEMENT  IN  ILLINOIS 

5.  Of  significance  are  the  benefits  which  co-operatives  have 
derived  from  the  "commercial  revolution."  The  retail  manager 
has  come  into  greater  prominence,  displacing  the  individual  retail 
proprietor.  With  specialists  of  this  sort  at  their  disposal,  co-opera- 
tives will  suffer  less  from  the  continual  conflicts  with  managers 
who  have  wished  to  run  a  co-operative  without  interference — as 
if  it  were  their  own  store.1 

6.  Another  hopeful  sign  is  that  costs  of  operation  of  the  co- 
operative generally  appear  to  be  lower  than  those  of  private 
stores.  The  Rochdale  movement  has,  indeed,  shown  an  exceed- 
ingly large  ratio  of  earnings  to  investment. 

7.  Finally,  Illinois  co-operatives  have,  in  large  measure,  been 
able  to  detach  "fakers"  from  the  movement  and,  with  the  aid 
of  the  Illinois  Securities  Commission,  have  succeeded  in  elimi- 
nating most  of  the  spurious  co-operatives.2  Probably  another 
Harrison  Parker  will  not  rise  again — in  Illinois.  This  gain  should 
not,  however,  be  overemphasized.  Eternal  vigilance  will  be  nec- 


sales  policies  have  greatly  improved  in  the  following  societies:  Ava,  Benld,  Bloom- 
ington,  Campbell  Hill,  Canton,  Christopher,  Chicago  (Roseland),  Chicago  (Work- 
men's), Chicago  (Walden  Book  Shop),  Clinton,  Cooksville,  Farina,  Farmington, 
Glen  Carbon,  Herrin  (Lombard  Society),  Hillsboro  (Schram  City  Society),  Kincaid, 
Kinmundy,  Ladd,  Livingston,  Marion,  Mark,  Maryville,  Mascoutah,  Matherville, 
Momence,  Mount  Olive,  North  Chicago,  Pontiac,  Quincy,  Riverton,  Rockford, 
Staunton,  Steeleville,  Stronghurst,  Taylor  Springs,  Tilden,  Tovey,  Urbana  (Engi- 
neers' Co-operative  Society),  Villa  Grove,  Waukegan  (Co-operative  Trading  Com- 
pany), and  Witt.  On  the  other  hand,  some  societies  have  departed  from  higher 
standards,  previously  established.  Outstanding  cases  include  Bingham,  Brubaker, 
Danville,  Herrin  (Union),  Hookdale,  Johnston  City,  Champaign,  Galesburg,  Gilles- 
pie, Odin,  Pittsburg,  Sparta,  Virden. 

4a  See  chap,  xvi,  p.  272.  For  local  analyses,  see  Appendix  A. 

1  The  unfavorable  aspects  of  the  "commercial  revolution"  will  be  considered 
under  the  limitations  of  co-operative  effort,  later  in  the  chapter. 

2  It  should  also  be  noted  that  people,  in  the  future,  may  be  more  discriminating 
in  affiliating  with  co-operatives.  Doubtless,  a  greater  attempt  will  be  made  to 
determine  the  genuineness  of  a  movement  before  investing. 
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essary  if  the  co-operative  movement  is  to  be  honestly  and  effec- 
tively conducted. 

c)  Limitations  which  will  hamper  future  co-operative  growth. — 
It  has  been  observed  that  the  co-operative  movement  has  a  num- 
ber of  strong  points  which  promise  much  for  the  future.  On  the 
other  hand,  what  limitations  are  apparent? 

1.  First,  and  of  great  importance,  human  behavior  should  be 
mentioned.  Successful  group  action  has  been  difficult  to  obtain. 
Leaders  have  been  antagonistic  toward  one  another.  Nationali- 
ties have  occasionally  tended  to  clash  and  only  infrequently  have 
co-operated.  Religion,  politics,  the  Ku  Klux  Klan,  and  com- 
munism have  been  bones  of  contention  which  have  limited  joint 
action. 

2.  The  tendency  for  local  self-satisfaction — the  lack  of  the 
propagandist  spirit — has  greatly  limited  the  scope  of  co-operative 
activity.  Organizations  have  often  achieved  a  limited  local  success 
and  have  then  stopped,  not  desiring  to  stimulate  growth  else- 
where. The  financial  support  of  federations  has  been  halting  and 
uncertain.  There  has  been  a  notable  lack  of  vision  as  to  the  things 
that  might  be  co-operatively  achieved.1 

3.  Workers  in  America  have  not  been  subjected  to  the  severe 
economic  struggle  characteristic  of  those  countries  in  which  co- 
operation has  thrived.  Relatively,  their  dinner  pails  have  been 
fuller.  Possibly,  as  a  result,  there  is  a  greater  toleration  of  ineffi- 
ciencies in  marketing  and  less  thought  of  obtaining  the  fullest  pur- 
chasing power  of  the  dollar.2 

1  An  instance  of  this  lack  of  vision  is  seen  in  the  case  of  the  Prosperity  Co- 
operative Society  of  Benld.  This  organization  has  developed  a  successful  store  and 
has  financed  a  motion  picture  house.  The  society  had,  in  1922,  an  $18,000  cash 
balance.  Directors  of  the  society  did  not  know  how  best  to  employ  the  funds. 

2  It  is  somewhat  appalling  to  observe  the  little  regard  which  the  low  income 
groups  have  for  the  purchasing  power  of  their  money.  Goods  are  frequently  bought 
in  small  quantities,  prices  are  not  asked,  quality  is  not  given  adequate  consideration, 
and  prepared  foods  have  a  large  sale.  Perhaps  this  criticism  might  be  more  widely 
applied.  The  delicatessen,  as  it  exists  in  working  class  districts,  is  largely  a  creature 
of  bad  planning. 
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4.  The  loss  of  confidence  in  co-operation  has  become  another 
outstanding  difficulty.  The  current  opinion  in  many  centers  holds 
co-operation  to  be  a  failure.  Many  workers  have  once  lost  in  a 
co-operative  venture  and  feel  unwilling  to  invest  again. 

5.  Other  movements  have  gained  ascendancy  in  the  minds  of 
workers.  This  is  especially  true  among  the  younger  men.  Pro- 
ducers' co-operation,  for  example,  has  a  considerable  following. 
The  Trade  Union  Educational  League,  as  well  as  the  Workers' 
Party,  has  secured  many  adherents.  A  labor  party  is  also  being 
insistently  urged  by  many  leaders.  At  least  temporarily,  the  con- 
sumers' co-operative  movement  has  lost  the  attention  of  the 
workers. 

6.  Ignorance  has  been  another  limiting  factor  in  co-operative 
growth.  Workers  have  repeatedly  been  unable  to  put  their  fingers 
on  the  economic  problems  with  which  they  have  been  confronted. 
They  have  acted  by  spells  of  enthusiasm  and  have  frequently  been 
impatient  of  results.  Unfortunately,  it  has  been  true  that  many 
co-operatives  have  been  abandoned  despite  continued  success. 
Temporary  losses  have  often  led  to  great  discouragement. 

7.  The  struggles  which  have  characterized  the  growth  of  the 
labor  movement  have  also  been  carried  over  into  the  co-opera- 
tives. Where  unionism  has  not  thrived,  co-operation  has  usually 
not  thrived.  The  difficult  and  halting  course  of  the  labor  move- 
ment has  clearly  limited  co-operative  growth.  Moreover,  the 
tendency  of  union  leaders  to  bring  union  politics  into  the  co- 
operative movement  has  distinctly  retarded  co-operative  devel- 
opment. Frequently,  the  acceptance  of  union  aid  has  also  been 
injurious.1 

8.  Unemployment  has  had  a  blighting  effect  upon  co-opera- 
tives. Survival  during  the  severe  depression  of  192 1  was  difficult. 
In  the  mining  industry  unemployment  appears  to  be  the  normal 
condition. 

1  See  analysis  in  section  (/)  of  chap.  xv. 
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9.  The  orthodox  channel  of  marketing  through  which  the 
British  co-operative  movement  found  success  has  been  rapidly 
passing  with  the  growth  of  chain  stores  and  the  widening  of  the 
area  of  retail  competition.  There  is  some  question  as  to  the  ability 
of  the  co-operative  to  compete  with  the  newer  marketing  organ- 
izations. 

10.  Co-operatives  have  been  limited  by  the  divided  counsel 
as  to  an  appropriate  course  of  action.  The  Rochdale  co-operators 
have  come  (and  doubtless  will  again  come)  into  conflict  with  those 
advocating  chain  store  co-operation.  Furthermore,  the  farmer- 
labor  co-operators  who  wish  to  make  the  consumers'  co-operatives 
the  foci  for  the  distribution  of  products  co-operatively  produced, 
will  raise  an  issue  which  promises  no  little  controversy. 

11.  It  should  be  noted  that  a  very  significant  but  almost 
neglected  co-operative  limitation  has  been  the  increasing  ob- 
solescence of  the  purchase  dividend  system.  This  has  resulted 
from  the  narrowing  of  retail  margins  with  a  high  rate  of  stock 
turnover.  Thus,  a  5  per  cent  retail  net  profit  margin  (on  sales) 
will  frequently  mean  50  per  cent  on  investment.  Co-operatives 
have  been  struggling  to  make  at  least  a  5  per  cent  saving  on  sales, 
as  members  consider  returns  below  5  per  cent  to  be  hardly  worth 
while.  To  secure  a  margin  (on  sales)  of  5  per  cent,  co-operatives 
have  had  to  reach  a  level  of  financial  success  almost  unattained 
in  private  retailing.1  Even  for  the  co-operative  the  problem  has 
been  a  difficult  one.  That  co-operators  have  not  appreciated  their 
situation  and  have  not  attempted  its  solution  has  greatly  limited 
the  growth  of  the  movement. 

12.  Finally  (as  has  frequently  and  emphatically  been  noted), 
co-operators  have  almost  starved  their  organizations  by  allowing 
inadequate  interest  on  investments.  Members  have,  consequent- 

1  For  example,  a  co-operative  may  by  great  efficiency  bring  the  necessary  5  per 
cent  margin  between  cost  and  sale  price.  This  margin  will  doubtless  represent  an 
earning  of  40-50  per  cent  on  investment.  The  private  dealer  may  feel  satisfied  with 
15-20  per  cent,  which  would  represent  but  a  2  per  cent  margin  (on  sales). 
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ly,  left  only  a  minimum  of  capital  with  their  societies,  feeling  that 
the  low  interest  rate  was  insufficient.  Despite  this  inadequacy 
of  capital,  earnings  have  continued  high  (figured  on  capital).  The 
point  to  be  emphasized  is  that  co-operatives  have  been  too  prone 
to  divide  the  earnings  on  the  basis  of  purchases  while  leaving  little 
or  no  return  for  capital. 

It  may  thus  be  seen  that  consumers'  co-operation  has  many 
forces  acting  to  retard  its  growth.  Nevertheless,  as  previously 
indicated,  other  factors  are  operating  to  bring  an  expansion  of 
the  movement.  Any  statement,  therefore,  of  the  outlook  for  con- 
sumers' co-operation  must  be  in  the  nature  of  a  judgment  of  the 
relative  strength  of  the  contending  forces.  Such  a  judgment,  ade- 
quately made,  would  require  a  forecast  of  such  questions  as  (a) 
commodity  prices;  (b)  unemployment  (especially  in  the  mining 
industry) ;  (c)  the  status  of  trade  unionism ;  (d)  industrial  integra- 
tion; (e)  community  life;  and  (/)  the  progress  of  other  reform 
movements.  The  foregoing,  indeed,  are  only  a  few  of  the  many 
factors  which  would  bear  upon  the  position  of  consumers'  co- 
operation in  the  future.  The  writer  has  not  been  able  to  give  these 
problems  sufficient  study  to  allow  a  definite  forecast  for  con- 
sumers' co-operation  in  Illinois.  He  would,  however,  venture  the 
guess  that  consumers'  co-operation  will  have  a  slow  and  somewhat 
halting  growth.  It  would  appear  that  existing  societies  will,  in 
many  cases,  continue  to  expand,  while  new  communities  will 
launch  experiments  in  co-operation.  Judging  from  past  experi- 
ence, interest  in  co-operation  will  be  of  a  cyclical  character,  in- 
creasing during  periods  of  rising  prices  and  declining  in  periods 
of  falling  prices.  Furthermore,  if  outstanding  leaders  can  be  found 
and  if  the  technique  of  operation  can  be  adapted  to  fit  the  changed 
situation,  even  more  rapid  progress  may  be  attained.  It  appears, 
however,  that  for  a  long  time  co-operation  will  not  occupy  a 
prominent  place  in  our  marketing  structure.  Its  goal,  like  democ- 
racy, is  afar  off. 
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d)  A  program  for  the  future. — It  is  perhaps  pertinent  now  to 
inquire  what  rules  of  action  may  be  laid  down  for  the  setting  up 
and  controlling  of  a  co-operative  enterprise.  Upon  what  ground 
may  co-operatives  in  the  future  soundly  build?  Have  the  Illinois 
experiences  indicated  a  desirable  course  of  action? 

To  the  writer  it  appears  that  certain  generalizations  may  be 
made,  applicable  to  most  co-operative  businesses.  These  general- 
izations will  be  treated  as  follows:  (1)  the  discovery  of  ob- 
jectives; (2)  the  arriving  at  methods  of  carrying  out  these  objec- 
tives; (3)  the  planning  and  setting  up  of  an  organization;  and  (4) 
the  operating  of  the  organization  thus  set  up. 

The  principal  objectives  of  the  co-operative  movement  might 
be  summarized: 

a)  The  economical  satisfaction  of  man's  desire  for: 

food 
clothing 
shelter 
recreation 
social  life 
religion,  etc. 

b)  The  elimination  of  exploitation  of  labor 

c)  The  education  of  workers 

d)  The  gradual  displacement  of  the  capitalist  system 

The  application  of  these  objectives  to  the  local  situation  is  most 
difficult.  Possibly  a  safe  rule  to  follow  is  to  attempt  to  discover 
(1)  the  greatest  needs  of  the  community;  (2)  those  needs  in  which 
workers  are  most  interested;  and  (3)  the  objectives  which  will 
meet  with  whole-hearted  support  by  leaders  in  the  local  com- 
munity. To  secure  this  information  a  co-operative  enthusiast 
would  doubtless  be  well  advised  in  analyzing  the  facts  of  the 
local  situation — observing  population  statistics,  the  number  of  re- 
tailers in  different  lines,  the  margins  of  profit  added  in  each  line, 
the  extent  of  union  organization,  the  characteristics  of  the  popu- 
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lation,  and  the  prosperity  of  the  community.  From  all  these  facts 
suitable  objectives  might  be  set  up. 

The  next  step  would  be  to  outline  a  general  method  of  arriving 
at  the  desired  goals.  In  the  co-operative  sphere,  such  a  method  as 
the  following  might  possibly  receive  favorable  attention: 

a)  The  establishment  of  a  co-operative  enterprise 

b)  The  linking  of  this  enterprise  with  a  wholesale  federation  which  would 
reach  back  into  manufacturing 

c)  The  selling  only  of  quality  goods  made  under  fair  conditions 

d)  The  arranging  for  publications,  lectures,  and  meetings  of  workers 

e)  The  promotion  of  a  propaganda  spirit  which  would  bring  a  wider 
appreciation  of  the  movement  and  increase  membership 

Again,  the  course  to  be  pursued  would  be,  in  large  measure,  de- 
pendent upon  local  conditions.  The  co-operative  organizer  would 
do  well  to  move  slowly  in  order  to  observe  whether  a  large  or 
small  development  would  be  justified  by  the  conditions.  Local 
leaders  should  be  enlisted  in  the  support  of  the  organization  and 
common  counsel  should  be  taken  as  to  the  setting  up  of  an  organ- 
ization. 

Upon  this  group  of  leaders  would  fall  the  problems  of  shaping 
the  plan  of  operation.  It  would  be  advisable  for  them  to  obtain 
information  from  co-operative  educational  federations,  thus  giv- 
ing the  proposed  organization  the  benefit  of  past  experience.  The 
problems  might  be  considered  in  the  following  order:  (a)  the 
form  of  the  business  unit;  (b)  the  marketing  policies  to  be  fol- 
lowed ;  (c)  the  par  value  and  the  interest  rate  on  the  shares  of  the 
society;  (d)  the  plan  for  dividing  surplus  earnings;  and  (e)  the 
method  of  launching  the  organization. 

Ordinarily  little  discussion  would  arise  as  to  the  form  of  the 
business  unit.  The  corporation  would  be  chosen  because  of  the 
ease  of  selling  shares  which  have  limited  liability.  Greater  diffi- 
culty would  arise  in  deciding  upon  marketing  policies.  Here, 
again,  the  solution  would  have  to  be  in  terms  of  the  local  situa- 
tion. In  general,  however,  the  co-operative  would  be  well  advised 
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to  choose  a  favorable  location  and  to  sell  goods  at  market  prices. 
A  safe  rule  appears  to  be:  "Antagonize  competitors  as  little  as 
possible  by  following  the  customs  of  the  trade."  A  limit  should  be 
placed  on  grants  of  credit — three-fifths  of  capital  investment 
would  be  conservative.  In  some  situations  cash  trading  would  be 
preferable. 

The  par  value  of  the  shares  might  advisedly  be  placed  high. 
A  low  par  value  offers  a  temptation  to  the  subscriber  to  put  his 
name  down  for  a  single  share,  which  will  add  little  to  the  capital 
of  the  society.  A  $50  par  value  would  not  seem  to  be  too  high. 
If  necessary,  partial  payments  might  be  allowed  on  subscriptions. 

It  is  essential  that  a  high  interest  rate  be  paid  to  investors — 
possibly  8  per  cent  for  a  new  organization  would  not  be  too  high. 
As  the  society  becomes  older  it  is  possible  that  this  interest  rate 
might  be  decreased  to  6  per  cent  without  impairing  the  capital  of 
the  society.  To  place  the  rate  below  6  per  cent  is  to  invite  inade- 
quate capitalization. 

The  greatest  difficulty  is  to  be  encountered  in  planning  for  the 
division  of  surplus  earnings.  A  summary  is  given  in  Table  XLIV 
of  a  number  of  different  plans,  together  with  the  advantages  and 
disadvantages  of  each  in  the  hypothetical  case  of  Co-operative 
Society  "X." 

In  the  analysis  of  methods  of  distributing  earnings  (Table 
XLIV)  it  will  be  noted  that  the  regular  Rochdale  method  (meth- 
od 1)  will  net  5  per  cent  on  capital  and  5  per  cent  on  purchases — 
$1,000  of  the  earnings  being  paid  out  as  interest  and  $5,000  as 
purchase  dividends.  This  method  has  always  greatly  stimulated 
trade  and  has  taken  away  the  capitalistic  emphasis  on  profits.  It, 
however,  has  grave  disadvantages.  In  the  first  place,  it  makes  the 
earnings  returned  as  purchase  dividends  appear  small,  since  they 
are  calculated  on  total  purchases  rather  than  on  the  investment. 
Moreover,  the  low  interest  rate  paid  brings  little  incentive  to  pour 
more  capital  into  the  society.  Under  the  first  method,  individual 
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TABLE  XLIV 

Illustrations  of  Methods  of  Dividing  Earnings  in  the  Case 

of  Society  "X" 

(Society  "X"  sold  $100,000  of  goods  in  1922,  earning  $6,000 — 

the  investment  being  $20,000) 


Individual 

Capital  Investment 

Purchases 

A 

$  50 
250 
250 

50 
IO 

$500 

SOO 

O 

B 

C 

D 

200 

E 

500 

Methods  of  Dividing  Earnings 

Advantages 

Disadvantages 

i.  Regular  Rochdale — 
5  per  cent  on  capital 
5  per  cent  on  purchases 

i.  Stimulates  trade 
2.  Capital,  a  hired 
agent 

1.  Under-rates  benefit  ac- 
cruing   as    refunds    on 
purchases  appear  small 

2.  Little  incentive  to  pour 
in  more  capital 

2.  "Stock  company" — 20  per  cent 
on  capital 

1.  Accentuates 
gains 

2.  Brings  stimulus 
toward  expan- 
sion 

1.  Lessens  personal  inter- 
est— members    tending 
to  let  the  other  person 
trade 

2.  Soon  becomes  a  close 
corporation 

3.  Possibility  of  absentee 
ownership 

3.  Purchase  dividend  on  capita] 
i.e.,  (a)  Those  with  $ic-$49 
investment  receive  3  per 
cent  purchase  dividend 
(nothing  on  capital) 

(b)  Those  with  $so-$ioo 
investment   receive  5  per 
cent  purchase  dividend 
(nothing  on  capital) 

(c)  Those  investing  over 
$100  are  paid  7  per  cent  on 
their  purchases    (nothing 
on  capital) 

1.  Stimulates    in- 
vestment 

2.  Stimulates  trade 
on  the  part  of 
the  larger  inves- 
tors 

1.  Makes    gains    of    new 
members  (or  poor  mem- 
bers) smaller 

2.  Complexity  of  adminis- 
tration 

4.  Required  minimum  of  trade 
As  in  No.  2,  except  that  person 
will  receive  half-dividends  on 
stock  if  he  does  not  trade  a 
minimum  amount 

1.  Stimulates  trade 

2.  Stimulates    in- 
vestment 

1.  Difficulty   of   adminis- 

tration 

2.  Use  of  compulsion 
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TABLE  XLIV— Continued 


Methods  of  Dividing  Earnings 


Advantages 


Disadvantages 


Purchase  dividend  with  capi- 
talistic emphasis 
As  in  No.  1,  but  always  empha- 
sizing the  return  as  being  large 
in  terms  of  capital 


1.  Easily  put  into 
effect 

2.  May  stimulate 
investment 


1.  Those  with  little  capital 
will  "ride"  on  others' 
capital 


B,  with  an  investment  of  $250  and  purchases  of  $500,  would  re- 
ceive but  little  more  than  individual  E,  who  invested  only  $10 
and  purchased  to  the  same  extent  as  B.  Individual  C,  who  in- 
vested $500  but  who  purchased  nothing,  would  receive  much  less 
than  either  B  or  E. 

The  question  is,  then,  one  of  the  relative  contribution  of  capi- 
tal and  trade.  Since  the  second  method  (the  "stock  company" 
method)  would  not  bring  trade,  it  deserves  but  little  attention. 
Indeed,  only  one  Illinois  society  has  found  this  plan  successful.1 

An  excellent  compromise  plan  is  found  in  paying  a  purchase 
dividend  on  capital  (method  3).  This  method  stimulates  both 
investment  and  trade.  A  large  investor,  such  as  individual  B, 
would  receive  a  higher  rate  of  purchase  dividend  than  a  small 
investor  such  as  individual  E.  Members,  like  individual  C,  who 
purchased  nothing  from  the  society  would  receive  no  return.  This 
method  is,  however,  complex  and  would  bring  a  number  of  ad- 
ministrative difficulties.  It  would,  also,  penalize  new  members,  as 
well  as  poor  members,  by  turning  over  to  the  higher  investment 
groups  a  larger  share  of  the  earnings. 

The  fourth  method  (required  minimum  of  trade)  is  designed 
to  overcome  the  difficulties  of  the  "stock  company."  Under  this 
plan,  a  person  would  receive  only  half-dividends  on  his  shares  if 

1  The  Tilden  Labor  Co-operative  Society  has  achieved  remarkable  success 
under  this  plan.  Loan  certificates,  instead  of  cash,  are  distributed  as  members' 
dividends.  A  very  large  surplus  is  kept.  Membership  and  capital  have  both  greatly 
increased.  See  Appendix  A. 
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he  did  not  buy  at  least  a  specified  minimum  of  goods.  It  is  urged 
that  this  method  stimulates  purchases  and  investment.1  It  is, 
however,  subject  to  criticism  because  of  the  difficulty  of  adminis- 
tration. Bachelors,  workers  with  small  families,  and  widows  would 
tend  to  fall  below  the  minimum  of  trade,  and  would,  with  some 
justice,  protest.  Considerable  additional  computation  would  also 
be  required.  Still,  it  appears  workable. 

The  fifth  method  proposes  to  emphasize  the  purchase  return 
as  being  large  in  terms  of  capital.  Individual  E,  for  example, 
would  receive  under  this  method  a  $25  purchase  dividend  which 
would  be  explained  to  him  as  250  per  cent  per  annum  on  his  in- 
vestment. If  this  relationship  could  be  fully  impressed  upon  him, 
he  might  think  it  expedient  to  lend  his  efforts  to  the  upbuilding 
of  the  co-operative.  It  should  be  noted,  however,  that  such  a  con- 
clusion implies  a  social  spirit.  This  individual  might  instead  feel, 
'Til  trade  a  lot  but  will  let  the  others  put  in  the  capital." 

It  would  seem  from  the  foregoing  discussion  that  there  might 
well  be  debate  as  to  the  best  procedure.  On  the  whole,  however, 
it  might  be  best  to  follow  the  last-named  method  and  couple  with 
it  a  higher  rate  of  interest  on  capital  than  that  suggested  in  the 
illustration.2  Some  societies,  with  an  experimental  turn  of  mind, 
might  test  out  the  advantages  of  such  plans  as  the  third  and 
fourth. 

Another  problem  upon  which  a  policy  would  have  to  be 
formed  would  be  the  method  of  launching  the  society.  It  would 
generally  be  wise  to  organize  meetings  at  which  speakers  would 
show  the  advantages  of  co-operative  effort.  At  these  meetings 
subscriptions  would  be  taken  by  the  committee.3  After  the  fi- 
nancial backing  of  the  society  seems  reasonably  certain,  a  plan 
for  the  control  of  the  organization  should  be  drawn  up  and  in- 

1  The  investment  would  be  increased  because  of  high  dividend  rate  on  stock. 

2  Eight  per  cent  might  be  a  fair  rate,  considering  the  risk. 

3  No  organizing  commissions  should  be  allowed. 


APPRAISAL  OF  CONSUMERS'  CO-OPERATION  IN  ILLINOIS    309 

corporated  into  the  by-laws.  These  by-laws  should  be  passed  upon 
by  the  members  at  an  early  date.  A  possible  organization  plan  is 
outlined  below. 

A  POSSIBLE   ORGANIZATION  PLAN   FOR  A   CO-OPERATIVE    SOCIETY 

A.  Membership1 

1.  Meetings 

a)  Frequency  (Quarterly) 

b)  Time  (Depends  on  local  conditions) 

c)  Quorum  (Not  less  than  a  quarter  of  the  membership) 

d)  Voting  (one  man,  one  vote) 

2.  Powers  of  Membership 

a)  Selection  of  a  board  of  directors 

(To  consist  of  from  five  to  nine  men,  depending  upon  the  local 
conditions) 

b)  Selection  of  officers 

(President,  vice-president,  secretary,  and  treasurer)2 

c)  Decision  on  large  policies 

(1)  Lines  of  business  to  be  conducted 

(2)  Changes  in  capitalization 

(3)  Division  of  earnings 

(4)  Rate  of  interest  on  capital 

(5)  The  purchasing  or  mortgaging  of  property 

(6)  Affiliation  with  co-operative  federations 

d)  Pass  on  the  reports  of  officers 

e)  Pass  on  the  reports  of  outside  auditors,  elected  by  the  society 
/)  Act  as  final  court  in  the  case  of  disputes  or  complaints 

g)  Decide  on  changes  in  by-laws 

B.  The  Directors 
1.  Meetings 

a)  Frequency  (Depends   on   local  conditions;  at  least  once  in  two 
weeks) 

b)  Time  (Depends  on  local  conditions) 

1  The  meetings  would,  of  course,  be  guided  by  appropriate  committees,  ap- 
pointed by  the  president.  Such  committees  would  include:  Educational  Committee; 
Committee  on  Manager's  Report;  Committee  on  Officers'  Reports;  Membership 
Committee;  and  any  other  committees  needed  in  the  local  situation. 

2  The  secretary  frequently  performs  the  duties  of  treasurer. 
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c)  Quorum  (Only  a  majority  should  have  the  power  to  act) 

d)  Special  meetings  (Any  two  directors  should  have   the  power  to 
call  a  special  meeting) 

2.  Powers  of  Directors1 

a)  Control  the  selection  and  the  discharge  of  managers  and  clerks  and 
fixing  of  their  salaries2 

b)  Pass  on  all  contracts  to  purchase  or  sell  property 

c)  Decide  on  location  of  stores 

d)  Pass  on  the  admission  and  suspension  of  members 

e)  Set  up  an  adequate  accounting  control  system 
/)  Put  into  force  marketing  policies;  i.3., 

(i)  Delivery 

(2)  Credit 

(3)  Advertising 

g)  Receive  and  pass  upon  manager's  report 

h)  Receive  and  pass  upon  quarterly  report  of  auditors 

i)  Attempt  to  settle  complaints  and  disputes 

j)  Determine  many  of  the  financial  policies  of  the  business  and  recom- 
mend changes  to  the  membership 

k)  Recommend  to  membership  the  method  of  distributing  earnings 

/)  Pass  upon  all  large  purchase  contracts 
m)  Decide  upon  rules  for  the  withdrawal  of  funds 

ri)  Decide  upon  policies  for  increasing  membership 

0)  Recommend  to  the  membership  questions  of  affiliation  with  other 
co-operative  organizations 

C.  The  Manager 
1.  Duties 

a)  Contract  for  the  purchase  of  merchandise  in  the  regular  course  of 
trade 

b)  Recommend  the  hiring  and  discharge  of  employees 

c)  Report  to  meetings  of  the  board  of  directors 

d)  Control  the  detailed  operations  of  the  enterprise 

e)  Carry  out  the  personnel,  financial,  and  marketing  policies  laid 
down  by  the  directors 

1  For  efficient  operation,  the  directors  will  also  form  appropriate  committees. 

2  In  the  case  of  large  societies,  the  manager  may,  with  the  approval  of  the  direc- 
tors, decide  on  the  clerks  to  be  employed  and  their  remuneration. 
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After  by-laws  are  adopted  and  officers  and  directors  are 
elected,  the  burden  of  launching  the  enterprise  falls  upon  these 
leaders.  Their  problem  is  to  cast  about  for  a  capable  manager; 
also  to  seek  a  desirable  location  for  the  store.  Subscriptions  should 
be  collected  so  that  funds  will  be  available  at  the  time  the  store 
is  opened.  No  undue  haste  should  be  felt  in  rushing  the  time  when 
a  start  is  to  be  made. 

Once  the  store  is  launched  the  usual  difficulties  will  be  en- 
countered.1 If  a  conservative  policy  of  purchase  dividend  pay- 
ments is  followed,  if  all  members  take  their  part  in  supporting  the 
organization,  and  if  fortune  favors,  the  society,  built  on  a  sound 
foundation,  will  endure. 

1  See  chap.  xv. 
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APPENDIX  A 

EXPERIENCES  IN  THE  DEVELOPMENT  OF 
CO-OPERATIVE  ENTERPRISES 

This  appendix  includes  what  may  be  called  community  studies  in  co- 
operation. The  writer  feels  that  a  much  clearer  idea  of  co-operative  prospects 
may  be  obtained  from  an  intensive  study  of  such  local  situations  as  these 
than  from  a  lengthy  study  of  "co-operative  principles." 

An  attempt  has  been  made  to  convey  an  impression  of  the  local  situa- 
tion of  each  Illinois  co-operative — the  sort  of  town  in  which  the  co-operative 
is  located;  the  personalities  in  the  local  situation;  the  conflicts  of  opinion; 
the  outstanding  policies  followed  and  their  consequences;  the  local  problems; 
and,  finally,  the  outlook  for  the  future.  Some  of  the  more  important  so- 
cieties have  been  fully  discussed,  while  others  have  but  brief  mention. 

The  material  in  this  section  has  been  gathered  from  visits  to  co-operative 
societies,  from  audits  made  by  the  Co-operative  Stores  Auditor  of  District 
12,  United  Mine  Workers  of  America,  and  from  the  files  of  the  Co-operative 
League. 

AVA1 

The  Farmers'  Co-operative  Store  at  Ava  has  had  a  remarkably  success- 
ful record  during  its  three  years  of  existence.  Located  in  a  town  of  626 
people,  it  has,  under  able  management,  already  returned  in  purchase 
dividends  $5,500 — nearly  as  much  as  its  invested  capital.  The  store  was 
organized  by  the  Farmers'  Union,  but  seeing  no  advantage  to  be  gained, 
failed  to  affiliate  with  the  Farmers'  Union  Exchange.2  One-half  purchase 
dividends  are  given  to  members  of  the  Farmers'  Union  who  do  not  hold  stock 
in  the  store,  thus  discriminating  against  many  town  purchasers.  The  store 
operates  under  Rochdale  by-laws.  It  has  many  unique  methods  of  securing 
local  support  and  efficient  management  such  as  the  requirement  that  store 
members  be  in  good  standing  with  the  Farmers'  Union;  personal  liability  of 
directors  in  case  manager's  bond  will  not  cover  any  loss;  provision  for  a  re- 
serve fund  of  20  per  cent  of  annual  net  profits;  and  a  bonus  system  of  pay- 

1  Information  from  visit,  September  22,  1923. 

2  See  p.  135. 
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ment  (based  on  gross  sales)  for  manager  and  clerks.  Its  board  of  directors 
is  the  backbone  of  the  society;  the  membership  meetings  are  sparsely  at- 
tended, with  little  interest  manifested.  Members  feel  that  the  present  ad- 
ministration is  thoroughly  competent  and  satisfactory.  Clear  financial  re- 
ports are  furnished  members,  but  no  educational  work  is  being  done;  member- 
ship remains  stationary.  Sales  have  increased  35  per  cent  in  three  years 
despite  Kroger  (chain  store)  competition  and  purchase  dividends  advanced  to 
8  per  cent  in  1923.  The  store  is  well  controlled  and  financially  successful. 

BEARDSTOWN  (NON-ROCHDALE)1 

The  Beardstown  Co-operative  Mercantile  Association,  located  at 
Beardstown  (population  7,111)  on  the  Illinois  River,  has  had  a  succession  of 
difficulties  since  its  beginning  in  October,  1920.  A  flood,  an  unsuccessful 
shopmen's  strike  (which  involved  many  of  its  members),  falling  prices, 
wretched  management,  and  poor  by-laws  have  combined  to  wipe  out  half 
of  the  assets  of  the  Association.  The  original  movement  was  for  a  cash-and- 
carry-store  selling  at  cut  prices  (any  overcharge  being  returned  on  stock),  but 
as  railwaymen's  wives  would  not  carry  goods  home  delivery  became  nec- 
essary. Falling  prices  and  poor  management  brought  a  $4,447  loss  in  nine 
months.  The  flood  and  strike  turned  the  society  to  a  credit  basis  and  resulted 
in  added  losses  (from  bad  debts)  of  $1,500.  The  record  of  the  managers  fol- 
lows: (1)  F.  M.  Fulks,  "not  a  co-operator,"  resigning  after  six  months;  (2) 
Mr.  Gifford,  from  a  miners'  store,  disorderly,  couldn't  keep  books,  leaving 
after  seven  months;  (3)  Cecil  Hammer,  full  of  vision  but  with  little  executive 
ability,  "not  a  co-operator,"  stayed  for  six  months;  (4)  G.  H.  Snodgrass,  for 
five  months,  conservative,  lacking  personality  and  executive  ability,  could 
not  collect  bills;  (5)  G.  G.  Foster  (present  manager),  was  a  shopman  who 
had  previously  been  in  grocery  business.  His  church  and  union  connections 
bring  new  business  to  society.  Keeps  a  neat,  attractive  store.  The  same 
board  of  directors  has  continued  in  office,  for  (as  the  secretary  puts  it)  "We 
can't  resign."  The  by-laws  provide  for  the  payment  of  compensation  of  $258 
per  year  to  officers  and  directors.  The  organization  attempted  to  sell  out  to 
the  Central  States  Co-operative  Wholesale  Society  in  i92i,but  was  unsuc- 
cessful. Meetings  are  held  once  a  year.  Educational  work  has  been  aban- 
doned, $200  which  was  spent  for  Co-operative  League  literature  having  been 
termed  ineffective  in  securing  desired  results.  At  present  a  private  chain 
store  wishes  to  buy  out  the  co-operative,  but  it  is  probable  that  the  store  will 

1  Information  from  visit,  August  8,  1923. 
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continue,  striving  to  recoup  the  $9,000  which  has  been  lost.  Although  the 
store  has  five  hundred  members  and  adequate  capitalization  ($20,000  being 
subscribed,  of  which  $15,000  was  actually  paid  in),  members  have  become 
"bargain  hunters,"  many  yielding  to  the  severe  competition  of  A.  and  P.  and 
Kroger  chain  stores. 

BELLEVILLE1 

The  Belleville  co-operative  stores  were  the  pride  of  the  Central  States 
Co-operative  Wholesale  Society  movement.  Located  in  a  strong  union  center 
of  24,823  population  in  the  coal  mining  district  of  southern  Illinois  (within 
fifteen  miles  of  St.  Louis),  Belleville  became  an  excellent  field  for  Central 
States  expansion.  Six  stores  were  opened,  scattered  about  the  city,  sentiment 
during  1920  strongly  favoring  the  new  union  enterprise.  Sales  reached  their 
peak  in  May,  1920,  when  $6,596.32  of  goods  were  handled  in  a  single  week,2 
with  an  overhead  expense  of  5.8  per  cent.3  By  September,  1920,  sales  had  re- 
ceded to  $4,367.36,  the  overhead  advancing  to  10  per  cent.  December  of 
1922  found  sales  at  $1,735.61  with  overhead  above  15  per  cent.  The  Cen- 
tral States  cash-and-carry  policy  was  followed  from  the  beginning,  being  on 
the  whole  effective  in  competition  with  the  eighty  private  and  chain  stores. 
Control  of  local  affairs  of  the  stores  was  in  the  hands  of  a  committee  of  forty, 
two  from  each  investing  local  union.  This  committee  early  ceased  to  be  ac- 
tive, only  a  few  members  taking  a  serious  interest  in  co-operation.  Factional- 
ism arose  in  the  local  unions  over  the  conduct  of  the  stores,  finding  expres- 
sion even  as  early  as  the  Central  States  convention  of  1920.  Today,  many 
union  members  are  apathetic  or  hostile  to  the  co-operative  stores,  one  union 
even  going  to  the  extent  of  canceling  its  stock  in  the  Central  States  Co-opera- 
tive Wholesale  Society.  According  to  Manager  Schlesinger,  "The  Central 
States  Wholesale  killed  the  co-operative  movement  in  Belleville."  By  Sep- 
tember, 1923,  two  of  the  Belleville  co-operatives  had  been  closed,  one, 
located  at  Birkner  Station,  was  sold  to  the  local  union  there,4  while  the  pros- 
pect is  unsettled  for  the  remaining  three.  The  Belleville  No.  1  store  (217  East 
Main  Street),  when  visited,  appeared  to  be  inefficiently  handled — with  dis- 
orderly stock,  storing  of  goods  on  the  floor  of  the  store,  and  meat  kept  in 
the  open. 

1  Information  from  visit,  September  22,  1923. 

2  Report  of  American  Rochdale  Stores,  May  15,  1920. 

3  Computed  by  adding  the  2  per  cent  fund  (see  p.  54)  to  the  reported  figure. 

4  See  below  for  description. 
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BENLD1 

The  Benld  Co-operative  Society,  located  in  a  mining  town  of  3,316 
people,  is  one  of  the  most  thriving  in  the  state.  Started  in  191 5,  it  has  had 
the  unusual  record  of  hiring  but  a  single  manager,  Felix  Bertolino.  The  presi- 
dent and  secretary  also  succeeded  themselves  in  office  for  eight  years,  the 
former  having  only  recently  resigned.  The  steady  growth  may  be  seen  from 
the  figures  in  Table  I.  The  members  are  Italian  miners  with  steady  employ- 
ment in  railway  mines.  They  have  grown  to  have  great  confidence  in  the 
store,  leaving  their  purchase  dividends  to  draw  4  per  cent  interest.  The  credit 

TABLE  I 


Year 

Sales 

Member- 
ship 

Purchase 
Dividend 

Savings 

Share 
Capital 

Loan 
Capital 

(Per  Cent) 

1915. ... 

$   12,656.54* 

61 

7.0 

$       808.04* 

$2,543.29 

$  1,476.07 

1916. . . . 

t 

134 

6.0 

t 

3,344-98 

3,706.79 

1917 

78,651.20 

174 

8-5 

4,715-35 

4,360.00 

8,232.58 

1918 

118,082.31 

274 

7-75 

8,674-55 

6,343-98 

13,410.30 

1919. ... 

141,318.12 

298 

7.0 

10,216. 13 

7,446.13 

23,721.17 

1920. . . . 

250,077.28 

324 

6.0 

13,411.98 

8,060.00 

28,309.45 

1921. . . . 

232,472.49 

333 

6.25 

12,907.58 

8,350.00 

33,527.00 

1922. . . . 

206,352.27 

33i 

6-75 

11,656.08 

8,275.00 

35,813.62 

1923.... 

122,256.89* 

334 

6.50 

(6,448.09)* 

8,375-oo 

39,122.33 

*  Figure  for  six  months  only, 
t  No  data  available. 


policy  has  been  so  liberally  extended  that  in  July,  1923,  $15,017.62  was  out- 
standing— nearly  double  the  amount  of  share  capital.  The  overhead  ex- 
pense of  the  store  is  one  of  the  lowest  for  any  co-operative  store  in  the  state, 
being  9.07  per  cent  for  1922.  This  figure  is  all  the  more  significant  when  it  is 
considered  that  the  store  delivers  and  grants  extensive  credit.2  The  financial 
position  of  the  Benld  Society  is  so  strong  that  in  July,  1923,  the  cash 
balance  was  $18,106,70,  $5,000  of  which  was  on  a  certificate  of  deposit.  Loans 
of  $5,120  of  excess  funds  have  been  made  to  finance  a  co-operative  theater 
in  Benld.  Depreciation  reserves  have  been  more  than  liberal,  40  per  cent 
of  the  value  of  buildings  having  been  written  off  in  the  last  quarter  of  1920. 

1  Information  from  visit,  August  21,  1923. 

2  This  credit  is,  however,  well  secured  as  most  members  have  share  and  loan 
capital  in  excess  of  the  amount  granted.  The  society  encourages  credit  by  paying 
purchase  dividends  only  on  the  accounts  of  members. 
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(This  action  is  taken  in  order  to  keep  large  reserves,  for  members  are  in- 
clined to  take  most  of  the  earnings  in  dividends.)  The  society  has  recently 
voted  to  double  its  share  capital,  accumulated  dividends  in  the  loan  capital 
fund  being  used  to  raise  the  additional  amount. 

Benld's  start  dates  back  to  the  time  of  the  success  of  the  Gillespie  Co- 
operative Society,  the  store  having  been  launched  by  local  initiative  under 
the  influence  of  that  organization.  No  educational  work  has  been  recently 
carried  on  with  the  exception  of  an  occasional  speaker  at  the  quarterly  meet- 
ings. At  an  earlier  date  annual  picnics  were  held.  However,  no  difficulty  is 
encountered  in  securing  the  full  purchasing  power  of  members.  One  method 
used  to  hold  members'  trade  is  to  pay  only  half  dividends  to  those  whose 
trade  amounts  to  less  than  $35  per  quarter. 

The  store  is  large  and  well  equipped,  with  a  separate  section  given  over 
to  the  sale  of  meats.  It  is,  however,  not  well  arranged,  and,  although  clean, 
the  stock  and  window  displays  appear  disorderly.  Unwrapped  bread  is  left 
uncovered  in  a  box  on  the  floor.  Farmer  trade  is  not  encouraged,  because  of 
the  belief  that  farmers  want  "top  prices"  for  produce  while  peddling  in  com- 
petition. The  accounts  are  poorly  kept.  On  the  whole,  if  the  present  man- 
agement continues,  prospects  appear  bright.  A  serious  weakness  which  is 
developing  is  that  weekly  meetings  of  directors  are  perfunctory  in  character, 
leaving  too  much  reliance  on  the  manager. 

BINGHAM1 

The  Bingham  Co-operative  Equity  Exchange  is  an  old-fashioned  cross- 
roads grocery,  located  in  a  town  of  192  people  in  central  Illinois.  Most  of  its 
trade  comes  from  the  rather  barren  surrounding  farming  territory.  The  store 
was  organized  by  the  Farmers'  Equity  Exchange  in  1920,  each  of  the  65 
members  subscribing  $200.  Despite  overstocking  (merchandise  inventory  is 
20  per  cent  more  than  capital  and  surplus) ,  the  society  has  been  able  to  pay 
one  dividend  of  4.2  per  cent  in  192 1  and,  up  to  January  1, 1923,  to  set  aside  a 
surplus  of  $1,207.41.  Directors  have  had  to  sign  notes  up  to  $1,461.50  to  meet 
bills,  and  it  remains  difficult  for  the  manager  to  obtain  all  discounts.  The 
accounts  of  the  society  were  in  the  past  audited  by  a  certified  public  ac- 
countant, this,  however,  being  discontinued  because  of  cost.  With  severe 
mail  order  and  private  competition,  the  outlook  is  not  toward  a  future 
growth.  Only  a  third  of  the  trade  is  with  members,  and  educational  work  is 
lacking  except  for  speeches  at  the  annual  meeting. 

1  Information  from  visit  to  the  store,  September  14,  1923. 
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BIRKNER  STATION1 
The  Union  Store  at  Birkner  Station  (an  isolated  suburb  of  Belleville) 
was  formerly  the  No.  6  store  of  Belleville,  having  been  bought  by  the  local 
miners'  union  on  August  24,  1923.2  With  an  inventory  of  $564,  and  with  $140 
of  fixtures,  the  manager,  Lewis  Parish,  is  attempting  under  difficult  circum- 
stances to  stimulate  interest  to  form  a  Rochdale  society.  Most  of  the  men 
in  the  neighborhood  are  Bohemians,  only  one-third  of  whom  are  able  to 
read  English.  Fifty  of  them  invested  $25  each  in  the  Central  States  organiza- 
tion with  the  understanding  that  they  could  withdraw  the  capital  whenever 
desired.  The  losses  sustained,  after  exaggerated  promises  had  been  made,  cre- 
ated a  spirit  of  hostility  which  is  hard  to  overcome.  Credit  is  being  advanced 
at  the  manager's  discretion;  the  bookkeeping  system  is  very  inadequate; 
and  it  appears  that  unless  some  revival  of  interest  takes  place,  the  store  will 
drop  slowly  out  of  existence. 

BLOOMINGTON3 
The  Bloomington  Co-operative  Society  has  through  enterprising  leader- 
ship and  advertising  become  one  of  the  most  discussed  co-operatives  in  the 
stated  Two  stores  and  a  coal  yard  are  now  in  operation  in  a  city  of  28,725 
people — a  railway  center  of  Central  Illinois.  The  store  has  the  support  of  a 
representative  group  of  the  Bloomington  population — the  first  board  of  di- 
rectors being  composed  of  a  carpenter,  a  blacksmith,  a  college  professor,  two 
railroad  trainmen,  a  bricklayer,  a  retail  clerk,  a  rural  merchant,  a  printer,  a 
locomotive  fireman,  two  miners,  and  a  locomotive  engineer.5  The  first  presi- 
dent, L.  J.  Salch,  a  carpenter,  took  the  managership,  operating  the  store 
so  successfully  that  in  the  first  seven  quarters  the  savings  to  members 
totaled  $9,747.43.  C.  C.  Rakow  succeeded  Mr.  Salch  as  manager  in  1919  and 
still  continues  in  that  position.  Membership  has  grown  from  227  in  1918  to 
500  in  1923,  while  sales  have  increased  from  $18,638.16  the  first  quarter  to 
an  average  of  $47,914  per  quarter  during  1922.  Four  per  cent  has  been  paid 
on  share  and  loan  capital  and  purchase  dividends  have  averaged  above  4 
per  cent  since  the  beginning,  while  liberal  reserves  have  been  set  aside.  The 

1  Information  from  visit  to  the  store,  September  22,  1923. 

2  The  early  history  of  the  store  is  given  in  the  Belleville  description.  See  above. 

3  Information  from  visit,  September  9,  1923. 

4  L.  J.  Salch,  its  first  president  and  manager,  has  strong  labor  support  through 
the  state.  The  Bloomington  Searchlight  and  the  Co-operative  League  have  written 
very  favorable  accounts  of  its  operation. 

5  Seventy  per  cent  of  the  membership  is  from  the  railwaymen. 
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society  has  followed  a  policy  of  purchasing  its  own  buildings,  and  bought 
the  store  at  529  North  Main  Street  in  Ma.xh,  1920,  for  $10,000,  adding  the 
adjoining  building  to  the  north  in  May,  1922,  at  an  added  cost  of  $18,000. 
For  the  first  seven  quarters  the  society  published  no  financial  statements, 
fearing  to  increase  the  opposition  of  the  Chamber  of  Commerce.  Even  since 
then  statements  have  appeared  infrequently.  A  crisis  arose  in  February, 
1923,  when  the  president  of  the  society,  M.  J.  Radka,  sought  to  take  a  more 
active  part  in  its  affairs.  He  urged  that  no  report  had  been  issued  for  four 
years ;  that  the  society  had  never  had  a  real  audit ;  that  the  accounting  system 
was  imperfect ;  and  that  members'  accounts  were  much  too  high  (sixty-three 
members  owing  the  society  more  than  $10,000).  After  he  had  caught  a  meat 
clerk,  red-handed,  stealing  meat,  the  clerk  was  reinstated  by  the  board.  The 
matter  was  not  handled  tactfully  by  the  president,  and  a  controversy  fol- 
lowed. It  was  carried  into  the  open  meeting,  where  three  issues  were  decided: 
(1)  auditing;  (2)  the  installation  of  the  Co-operative  League  accounting  sys- 
tem; and  (3)  the  removal  of  the  president.  The  management  stated  that  an 
audit  by  an  outside  accountant  would  allow  "hostile  business  interests  to  get 
a  line  on  the  situation,"  opposed  the  League  accounting  system  on  the  ground 
that  it  was  impractical,  and  urged  the  removal  of  the  president  on  the  ground 
that  his  son  was  an  employee  (contrary  to  the  by-laws)  and  that  his  conduct 
was  injurious  to  the  society,  "giving  the  impression  that  there  was  something 
wrong  with  the  management."1  The  Co-operative  League  was  brought  into 
the  situation,  and  it  advised  in  such  a  way  as  to  uphold  the  president.  The 
management  was,  however,  successful  on  most  points,  President  Radka  being 
removed  from  office  and  the  Co-operative  League  accounting  system  being 
turned  down.  However,  an  outside  auditor  will  in  the  future  audit  the  books 
every  six  months.2  An  audited  balance  sheet,  issued  July  2,  1923,  presents  a 
very  favorable  showing.  Members'  share  and  loan  capital  has  reached  $31,- 
i73'°3j  while  the  accumulated  reserve  is  $12,338.61.  Earnings  are  high  ($5,- 
167.76  in  the  first  half  of  1923)  despite  a  relatively  high  overhead  expense 
of  20.8  per  cent. 

1  Another  factor  in  the  situation  was  that  the  president's  wife  was  alleged  to 
have  advised  the  Clerk's  Union  to  demand  higher  wages,  thus  "undermining  the 
action  of  the  Board  of  Directors  and  causing  ill-feeling  among  employees." 

2  L.  R.  Maupin,  manager  of  the  Union  Store  at  Catlin,  states  that  he  went  over 
the  affairs  of  the  Bloomington  society  with  Mr.  Radka,  finding  expenses  so  large 
as  to  lead  him  to  believe  that  the  Bloomington  society  is  today  insolvent.  (This 
statement  should,  however,  be  discounted  as  Mr.  Maupin  was  called  in  by  the 
former  president.)  Interview  with  L.  R.  Maupin,  September  26,  1923. 
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The  Bloomington  society  has  been  one  of  the  chief  supporters  of  the  Cen- 
tral States  Co-operative  Wholesale,  although  never  becoming  a  branch  of  that 
organization.  The  society  has  both  an  educational  committee  and  a  women's 
guild,  the  former  preaching  quality  and  comparative  prices  of  goods  while 
the  latter  undertakes  grievance  and  social  work.  The  Educational  Com- 
mittee, however,  is  now  inactive,  although  plans  are  laid  for  the  future.  Both 
groups  are  hampered  in  effectiveness  as  women  form  cliques,  each  woman 
being  afraid  that  another  will  "run"  the  group.  Many  pleasant  social  affairs 
have  been  held  in  the  past,  including  picnics  (at  which  prominent  co-opera- 
tive speakers  were  heard)  and  card  parties. 

The  stores  present  a  neat  appearance.  One  is  centrally  located  and  gives 
a  credit  and  delivery  service.  The  cash-and-carry  branch  is  operated  in  con- 
nection with  the  coal  yard.  This  is  an  experiment  put  in  to  satisfy  members 
who  wanted  the  society  conducted  on  that  basis.  More  than  three-fourths  of 
the  business  of  the  main  store  is  done  by  telephone.  The  manager  has  sought 
to  instal  effective  methods  of  control.  He  hires,  as  far  as  possible,  clerks 
whose  parents  are  non-members.1  He  inaugurated,  at  one  time,  meetings  of 
clerks,  but  this  practice  was  discontinued  as  directors  wanted  to  sit  in  to 
bring  complaints  against  clerks  instead  of  considering  methods  of  effectively 
handling  goods.  The  society  has  an  excellent  cash  control  system,  using  a 
cash  register  which  separates  cash  and  credit  sales,  divides  sales  by  depart- 
ments, and  prints  tickets  which,  when  signed,  serve  as  a  basis  for  paying  pur- 
chase dividends  to  members.  Future  expansion  will  likely  be  in  taking  on 
clothing  and  shoe  lines.  Manager  Rakow  is  well  acquainted  with  the  cloth- 
ing business  and  this  development  only  awaits  sufficient  capital. 

The  Bloomington  store  has  in  the  past  been  over-rated.  It  has  been  do- 
ing a  large  business,  its  expansion  has  been  rapid,  its  management  aggressive, 
and  its  educational  work  somewhat  developed.  Manager  Rakow  impresses 
one  as  a  person  in  whom  confidence  may  be  reposed.  However,  located  in  a 
city  with  92  retail  competitors  (including  five  chain  stores)  the  store  must  be 
efficiently  managed  and  loyally  supported  if  it  is  to  be  strong  in  the  future. 

BREESE2 

The  Breese  Co-operative  Store,  located  in  a  mining  town  of  2,309  people, 
has  had  a  rather  long  and  varied  experience  in  co-operation.  Starting  in  191 6 
under  the  management  of  Fred  Hallerman,3  the  store  paid  a  10  per  cent  pur- 

1  This,  he  feels,  eliminated  a  source  of  factionalism,  insuring  greater  efficiency. 

2  Information  from  auditor's  reports  and  visit  of  September  15,  1923. 

3  Mr.  Walker  and  Mr.  McDonald  of  the  Illinois  Co-operative  Society  were  in- 
fluential in  its  formation. 
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chase  dividend  to  members  during  the  first  year  and  a  half.  The  store  carried 
a  complete  line  of  groceries,  hardware,  drygoods,  and  shoes.  Audits  had  been 
made  regularly  every  quarter  by  W.  C.  Sharpe.1  In  October,  191 7,  some 
suspicion  arose  as  to  the  earnings,  and  a  more  detailed  investigation  by  Mr. 
Sharpe  revealed  a  $2,173.89  loss,  the  manager  having  held  up  invoices  and 
boosted  inventories  in  order  to  make  a  good  showing.2  However,  members 
had  received  $3,314.81  in  purchase  dividends  up  to  this  time,  which  indicated 
that  the  society  had  large  earnings,  although  not  so  great  as  were  anticipated. 
This  fact  was  not,  however,  understood  by  members,  who  attempted  to  "eat 
their  way  out"  by  running  up  high  bills — resulting  in  difficulty  in  making 
prompt  payment  of  obligations.3  After  a  short  period,  Henry  Berndsen  took 
the  manager's  position,  which  he  has  since  held.  Sales  were  increased  until 
they  reached  $40,000  in  1919,  and,  although  no  interest  or  dividends  were 
paid,  the  store  was  rapidly  improving  its  financial  condition.  Interest,  how- 
ever, slackened  in  early  1920,  proxy  voting  being  necessary  to  secure  a 
quorum  at  quarterly  meetings.  Robert  McKechan,  manager  of  the  Central 
States  Co-operative  Wholesale,  had  been  attempting  to  secure  the  Breese 
store,  and  on  March  16,  1920,  arrangements  were  completed  to  turn  it  over 
to  the  Central  States  Co-operative  Wholesale  Society  to  "make  the  co-opera- 
tive store  at  Breese  a  real  advantage  to  the  workers  there."*  The  liberal  credit 
policy  which  had  prevailed  was  abandoned  for  "cash  and  carry. "«  Sales  de- 
creased rather  than  increased;6  committeemen  became  inactive;  the  Kroger 
chain  store  became  an  active  competitor;  and,  with  a  feeling  of  disillusion- 
ment, interest  waned.  Manager  Berndsen  states:  "The  town  is  dead  to  co- 
operation. We  might  have  pulled  through  if  the  Co-operative  League  had 
been  called  upon  in  1920.  They  ought  to  sell  the  store  out.  It  is  poorly 
located?  and  losing  money  every  day.  The  only  chance  for  a  co-operative  in 
Breese  is  to  get  a  new  group  interested." 

1  Auditor  of  Co-operative  Stores  for  District  12,  in  United  Mine  Workers  of 
America. 

2  Audit  of  W.  C.  Sharpe,  October  28,  1917. 

3  The  first  manager  had  also  overstocked,  having,  for  example,  bought  a  $1,000 
order  of  soap. 

4  Members  were  allowed  $23  on  $25  of  shares  held,  as  well  as  full  amount  of  their 
loan  capital.  The  local  unions  raised  a  fund  of  $1,950  to  invest  in  the  C.S.C.W.S. 

s  Delivery  was  re-established  in  192 1. 

6  Sales  were  $2,715  a  month  in  1916;  $3,613  a  month  in  1919;  $2,900  a  month 
in  1920;  in  the  early  months  of  1923  an  average  of  $1,232. 

7  The  Breese  post-office  is  no  longer  across  the  street. 
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BRUBAKER1 

The  Farmers'  Exchange  of  Brubaker  is  in  a  southern  Illinois  town  of 
twelve  people  located  on  the  Chicago  and  Eastern  Illinois  Railway.  It  was  or- 
ganized by  the  Farmers'  Union  in  1918,  sixty  members  contributing  from  $25 
to  $100  each.  With  the  weakening  of  the  Union,  social  and  educational  work 
has  been  discontinued  and  factional  disputes  are  arising.  The  first  manager 
gave  too  much  credit  and  overstocked,  forcing  the  store  to  borrow  $8,000 
from  banks  on  notes  signed  personally  by  the  directors.  Six  per  cent  interest 
has  been  maintained  since  the  beginning.  Opinions  differ  as  to  the  losses  to 
date,  a  member  stating  the  amount  as  $1,400,  while  the  manager  indicates  a 
$6,050  deficit.  Directors  are  active,  although  all  but  one  are  inexperienced. 
Sales  have  dropped  over  30  per  cent  in  two  years,  and,  with  the  city  of 
Salem  but  five  miles  away,  the  prospects  for  the  store  do  not  appear  bright. 
The  present  manager,  L.  E.  Basom  (the  fourth  in  five  years),  appears  to  be 
well  liked. 

BURGESS2 

The  Burgess  Co-operative  Society  was  launched  on  December  22,  1922, 
by  the  Co-operative  Service  Corporation  of  Minneapolis,  which  sold  a  $100 
share  to  each  of  forty-nine  farmers.  A  local  merchant  who  wanted  to  sell  out 
called  in  the  organizers;  his  building  and  fixtures  were  bought  by  the  co-op- 
erative at  an  excessive  price.  The  merchant  paid  the  organizing  commission. 
An  elaborate  set  of  books  was  sold  to  the  co-operative  at  $52.50.  Auditing 
has  been  done  from  Minneapolis  at  a  cost  of  $180  per  year.  Liberal  credit  is 
granted,  the  accounts  receivable  already  equaling  the  merchandise  inventory. 
The  overhead  expense  of  the  store  was,  for  the  first  six  months  of  1923,  16.4 
per  cent  (before  considering  depreciation  of  stock  or  fixtures).  The  unusual 
by-laws  of  the  organization  provide  for  (1)  the  issuing  of  cumulative  preferred 
stock;  (2)  cumulative  voting  in  electing  directors;  (3)  the  prohibition  of 
merchandise  purchases  above  one  and  one-third  times  the  value  of  paid-in 
capital;  (4)  personal  liability  of  assenting  directors  if  the  indebtedness  ex- 
ceeds the  capital  stock  or  in  case  earnings  are  apportioned  to  members  when 
the  corporation  is  insolvent ;  and  (5)  the  amendment  or  altering  of  any  by- 
laws by  the  board  of  directors.  Salaries  are  counted  as  purchases  in  appor- 
tioning the  purchase  returns  to  members.  The  store  is  neatly  kept  by  the 
manager,  Herschel  Prince,  who  appears  to  be  a  job-seeker  and  entirely  un- 
acquainted with  the  co-operative  movement.  As  the  store  is  located  in  an 
isolated  town  of  ninety-eight  people  on  the  Rock  Island  and  Southern  Rail- 

1  Information  from  visit,  September  26,  1923. 

2  Information  from  visit,  August  5,  1923. 
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way  (which  has  once  suspended  operations  and  has  been  for  years  in  a  bank- 
rupt condition),  the  prospects  are  that  the  exaggerated  promises  made  of  7 
per  cent  on  shares  and  high  purchase  dividends  will  never  be  fulfilled. 

BUTLER  (NON-ROCHDALE)1 

The  co-operative  store  at  Butler  (population  275)  is  a  side-line  of  a  farm- 
ers' elevator,  run  under  the  name  of  the  Farmers'  Grain,  Live  Stock,  and 
Supply  Company.  The  co-operative  came  into  existence  when  R.  O.  Brown, 
owner  of  the  store,  was  induced  to  sell  out  to  125  farmers  in  the  neighborhood. 
Mr.  Brown  remained  as  manager  of  the  store  and  an  elevator  which  was  built 
on  the  back  of  the  lot.  Only  farmers  or  farm  owners  are  admitted  to  member- 
ship. Dividends  are  paid  on  stock,  $500  being  the  maximum  individual  in- 
vestment. In  1920  a  10  per  cent  dividend  was  paid,  but  with  the  depression 
in  agriculture,  repeated  deficits  have  followed,  reaching  $7,651.38  on  April  1, 
1923.  Mr.  Brown  lent  the  business  $10,000.  Outstanding  notes  of  $30,557.30 
are  also  helping  to  tide  the  enterprise  over  the  slump.  The  sum  of  $12,254.00 
is  out  on  accounts,  indicating  the  extent  to  which  the  farmers  have  been 
carried.  Inventories  are  taken  by  the  store  force,  the  directors  being  largely 
an  advisory  board.  A  renewal  of  the  farmers'  prosperity  will  place  the  store 
in  sounder  financial  condition,  although  the  enterprise  is  not  in  spirit  (or 
entirely  in  form)  a  consumers'  co-operative. 

CAMPBELL  HILL2 

At  Campbell  Hill,  a  town  of  336  people,  the  Farmers'  Union  started  a 
small  store  in  1921,  allowing  only  members  of  the  Union  to  join.  The  store 
has  been  running  on  a  conservative  basis,  selling  for  cash  only,  and  is  meeting 
with  success  when  the  financial  condition  of  its  members  is  considered.  The 
store  is  regularly  paying  6  per  cent  on  its  shares,  and  returned  purchase 
dividends  of  5  per  cent  in  192 1  and  4  per  cent  in  1922.  The  membership  has 
slightly  increased,  reaching  118  in  1923.  Their  investment  was  $5,400.  Social 
affairs  which  promote  loyalty  are  conducted  by  the  Union  twice  a  month.  In 
spite  of  severe  credit  competition,  prospects  appear  bright. 

CANTON3 

"Laboring  men  of  all  trades  and  occupations,  you  are  invited  to  join  this 
society  for  the  mutual  benefit  of  all.  We  sell  and  deliver  groceries  and  miners' 

1  Information  from  visit,  August  22,  1923. 

2  Information  from  visit,  September  23,  1923. 

3  Information  from  visit,  August  29,  1923. 
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supplies."  This  is  the  invitation  of  the  Canton  Rochdale  Co-operative  So- 
ciety in  a  city  of  10,928  people  in  west  central  Illinois.  Indeed,  the  support 
of  this  organization  differs  from  that  of  the  usual  co-operative,  non-union 
men  forming  the  bulk  of  the  membership.1  In  its  six  years  of  existence,  the 
store  has  had  a  hard  struggle.  It  started  with  a  membership  of  100  and  cap- 
ital of  $1,550,  losing  $361.30  in  the  first  three  quarters.  The  loss  mounted 
to  a  thousand  dollars  before  the  end  of  the  first  year.2  J.  D.  Adkinson3  was 
brought  in  to  save  the  situation  when  Peoria  creditors  pressed  for  payment. 
He  was  finally  able  to  pay  the  creditors  in  full  and  return  the  store  to  a 
solvent  basis.  Since  1920,  the  store  has  been  able  to  pay  5  per  cent  purchase 

TABLE  II 


Year 

Member- 
ship 

Earnings 

Sales 

Purchase 
Dividend 

Share 
Capital 

Loan 
Capital 

(Per  Cent) 

1918 

IOO 

$       13-57* 

$  5,385.65* 

O 

$1,550.00* 

O 

1919 

1920 

ioo\ 
Il8/ 

657-25 

60,496.97 

{5 

J 
1,610.25 

t 

$  95 -o° 

1921 

Il8 

i,682.45t 

14,091.91! 

5 

1,747.24 

I33-30 

1922 

118 

-73-76 

17,896.55 

5 

1,843.81 

73.71 

1923 

125 

168.41 

10,699.94 

i 

2,358.8o 

209 . 96 

*  Figure  for  one  quarter  only, 
t  Figure  for  three  quarters. 
J  No  data  available. 


dividends  regularly,  as  well  as  4  per  cent  interest  on  shares.  A  reserve  fund 
of  $2,397.53  nas  been  accumulated.4  According  to  the  manager,  however, 
members  are  not  adequately  supporting  the  store,  60  per  cent  of  the  trade 
being  with  non-members.  Table  II  summarizes  the  financial  history  of  the 
society.  An  interesting  feature  in  the  credit  policy  of  the  organization  is  that 
the  board  of  directors  must  pass  on  all  credit  extension  over  two-thirds  of  a 

1  Non-union  men  are  employees  of  the  International  Harvester  Company;  union 
men  are  miners.  The  store  was  initiated  by  a  British  machinist  interested  in  co- 
operation. 

2  The  unsound  planning  is  shown  in  the  Third  Quarterly  Report,  when,  with 
$1,627.50  invested,  the  society  had  $1,460  of  merchandise,  $731.51  of  accounts  re- 
ceivable, and  $200  invested  in  the  Central  States  Wholesale,  while  owing  $743.17  to 
creditors,  $500  to  a  local  bank  and  having  a  bank  overdraft  of  $106.42. 

3  Mr.  Adkinson  was  later  in  charge  of  retail  store  administration  for  the  Central 
States  Co-operative  Wholesale  Society. 

4  December,  1922.  (Seventeenth  Quarterly  Report.) 
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member's  share  holding,  or  over  $50.  No  educational  work  is  being  done,  al- 
though plans  for  the  future  are  under  way.  The  competitive  situation  is 
severe,  there  being  forty  stores,  including  four  chains,  in  the  town. 

CHAMPAIGN1 
The  story  of  the  Twin  City  Co-operative  Society  of  Champaign2  is  one 
of  idealism  which  has  relapsed  into  apathy.  Initiated  by  Dr.  Green,  a 
staunch  British  co-operator  who  by  personal  solicitation  among  railway 
workers  secured  many  of  the  214  who  were  members  at  the  start  in  1919,  the 
store  had  a  brilliant  beginning,  earning  $632.51  the  first  quarter  on  the 
$12,894.51  invested.  The  spirit  at  this  time  is  well  shown  by  a  statement  in 
the  first  report:  "Co-operation  is  essentially  a  dramatic  movement  and  its 
success  depends  upon  the  membership  as  a  whole,  their  knowledge  of  its 
principles,  their  devotion  to  its  cause.  Apathy  is  the  greatest  foe  to  its  suc- 
cess."3 The  store  has  had  a  succession  of  managers  (five  in  four  years),  while 
sales  have  been  steadily  decreasing.*  Unfortunate  elements  in  the  situation 
are  (1)  the  location  of  the  store  in  an  out-of-the-way  place  where  little  tran- 
sient trade  is  secured  and  where  it  is  necessary  to  deliver  most  goods  to  pur- 
chasers (this  situation  is  the  more  unfortunate  as  the  society  has  purchased  the 
twostory  building  in  which  it  is  located) ;  (2)  the  shopmen's  strike  of  1922  dur- 
ing which  5  per  cent  discount  and  liberal  credit  were  given  strikers,  encourag- 
ing trade  at  the  time  but  causing  large  losses  when  the  strike  failed;  (3)  the  ex- 
tending of  credit  to  members  and  to  non-members  beyond  limits  prescribed 
by  the  by-laws;  (4)  the  use  of  an  obsolete  accounting  system  which  requires 
considerable  time  to  operate;5  (5)  inadequate  auditing,  which  is  not  only  out 
of  date  when  completed,  but  fails  to  show  clearly  the  status  of  the  society;6  (6) 
the  withdrawal  of  capital  by  members,7  and  (7)  the  hiring  of  too  much  help 
(the  pay-roll  is  $623  on  monthly  sales  of  $5,i66).8  The  society  has,  however, 

1  Information  from  visit,  September  13,  1923. 

2  Population  of  Champaign-Urbana  territory  served  is  26,117. 

3  First  Quarterly  Report  of  Twin  City  Co-operative  Society. 

4  $72,000  in  1919;  $74,000  in  1920;  $68,000  in  1921;  and  $62,000  in  1922. 

s  Credit  sales  to  members,  for  example,  have  to  be  detailed  in  three  different 
books. 

6  An  outside  auditor  was  hired  for  a  time,  but  was  dropped  because  of  expense. 
Auditing  is  now  done  by  a  carpenter-member. 

7  The  membership  on  September  2,  1923,  was  125. 

8  The  driver  is  paid  $7  per  week  over  the  union  scale,  while  the  meat  cutter 
receives  a  $5  excess. 
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a  favorable  side.  A  women's  guild  under  the  leadership  of  Mrs.  C.  E.  Healy 
has  shown  some  activity.  An  annual  picnic  is  held  and  entertainments  are 
given  at  many  quarterly  meetings.  Thomas  Inskip,  a  stauch  supporter,  has 
done  much  to  bring  added  confidence.  The  educational  committee  is,  how- 
ever, inactive.  The  store  at  present  presents  the  worst  appearance  of  any- 
co-operative  in  the  state — dirty,  with  fruit  rotting  at  one  side,  butter  spread 
through  the  various  cabinets  of  the  refrigerator,  a  poor  window  display  (an 
old  green  upholstered  chair  in  the  window,  evidently  for  sale)  and  poorly 
kept  shelves.  The  manager  and  clerks  help  themselves  to  lunches  out  of  the 
biscuit  cans  and  take  cigarettes  from  the  case.  A  member  comments  on  the 
goods  as  follows:  "They  send  me  good  meat,  but  groceries  and  vegetables  are 
high  priced  and  picked  over."1  The  store  has  not  been  able  to  pay  any  pur- 
chase dividends  or  interest  on  investment  since  the  first  year.  At  the  end  of 
1922  the  books  showed  a  deficit  of  $295.42,  which,  corrected  by  an  overstated 
stock  figure,2  places  the  loss  at  $656.19.  At  that  time  the  society  owed  $4,500 
on  notes,  and  an  outstanding  mortgage  to  the  same  amount,  and  had  over- 
drawn its  bank  account  by  $473.35.  It  had  members'  accounts  outstanding 
of  $4,648.36.3  The  manager  is  still  able  to  discount  some  bills,  the  board  of 
directors  is  becoming  more  active,  and  despite  the  severe  competition  of  a 
number  of  chain  stores  and  over  thirty  private  stores  in  Champaign,  active 
support  by  the  members  may  yet  put  the  organization  on  a  sound  basis.4 

CHRISTOPHER5 

The  Progressive  Co-operative  Store,  an  Italian  co-operative  enterprise, 
is  almost  the  sole  survivor  of  a  number  of  such  ventures  in  Christopher6 — a 
city  of  3,830  population.  In  common  with  a  number  of  co-operatives  of 
Italian  backing,  it  has  been  remarkably  successful  since  its  start  in  191 5J 

1  Statement  of  Mrs.  George  Jenkins,  September  13,  1923. 

2  The  value  of  stock  in  the  Central  States  Co-operative  Wholesale  is  carried 
at  $555.02,  the  corrected  value  being  $194.25.  Letter  of  A.  W.  Warriner,  December 
10,  1923.  (Even  with  this  correction,  too  much  confidence  should  not  be  placed  in 
the  audit  as  depreciation  reserves  are  not  considered  in  the  report.) 

3  This  amount  is  nearly  double  the  merchandise  inventory  of  $2,353.10. 

4  The  manager  places  blame  for  the  society's  troubles  on  the  local  newspapers 
and  the  Chamber  of  Commerce. 

s  Information  from  visit,  September  24,  1923. 

6  Two  other  co-operative  stores  had  failed. 

7  See,  for  example,  the  Benld  and  Herrin  (Lombard)  societies. 
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A  unique  feature  of  this  miners'  store  is  its  policy  of  employing  only  women 
as  managers,  believing  them  more  capable.  The  store  is  neat,  well  arranged, 
and  equipped,  and  is  prospering;  purchase  dividends  average  over  6  per  cent. 
Membership  meetings  are  held  once  a  month,  eighty  out  of  the  one  hundred 
ten  members  usually  attending.  The  board  of  directors  is  inexperienced  and 
takes  little  part  in  the  conduct  of  business.  Auditing  is  done  by  an  outside 
certified  public  accountant.  Inventories  are  taken  quarterly.  Credit  is  given 
liberally  to  both  members  and  non-members,  considerable  loss  being  incurred 
from  bad  debts.1  Although  following  the  Rochdale  system  in  the  payment 
of  purchase  dividends,  the  society  believed  it  desirable  to  charge  those  join- 
ing the  book  value  of  stock  at  the  last  inventory  date.  This  plan  was  recently 
replaced  with  the  fixation  of  the  price  of  shares  at  $55  each,  enough  surplus 
having  been  accumulated  to  pay  out  safely  all  profits  in  current  purchase 
dividends.2  An  idea  of  the  financial  standing  of  the  organization  may  be 
gained  from  its  accumulation  of  a  cash  fund  of  $9,356.46,  $3,000  of  which  was 
drawing  interest  at  a  bank.  Its  surplus  had  reached  $17,173.84.3  Shares  in 
December,  1922,  were  worth  $225  each.  The  store,  although  well  patronized 
by  non-members,  is  considered  as  an  "Italian  store,"  very  few  outsiders  car- 
ing to  affiliate.4  The  society  has  no  loan  capital  and  each  member  is  per- 
mitted to  buy  but  a  single  share.  Although  there  is  a  clerks'  union  in  Chris- 
topher, employees  of  the  co-operative  store  are  not  members  and  the  average 
pay  runs  considerably  below  the  union  scale.5  Members  appear  loyal  al- 
though the  society  has  no  educational  work.  Severe  competition  is  not  ex- 
perienced despite  the  chain  stores.  Future  growth  is  anticipated.6 

CLINTON7 
The  Clinton  Co-operative  Association,  a  railwayman's  store  organized 
in  1 92 1,  was  one  of  the  latest  to  be  started  in  the  boom  period  of  the  move- 

1  The  loss  from  bad  debts  in  1922  was  $85  per  month. 

2  It  is  interesting  to  note  that  the  conservative  policy  followed  in  the  early  days 
of  the  society  not  only  made  this  fixed  share  price  possible,  but  also  tided  over  the 
organization  when  forty  of  its  members  returned  to  Italy  during  the  war. 

3  Financial  statement  of  December  31,  1922. 

«  The  capital  stock  at  that  time  was  $6,050.  Fifty  per  cent  of  the  trade  is  with 
non-members. 

s  The  monthly  wage  of  the  five  employees  and  manager  totals  $389.25. 

6  Christopher  has  suffered  considerably  from  slack  work  in  the  mines. 

7  Visit  to  the  Association,  September  10,  1923. 
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merit.1  Commencing  operations  in  a  depression,  the  store  sustained  large 
losses,  totaling  $1,900  for  1921.2  The  first  manager  overstocked  and  bought 
goods  of  poor  quality.  Mrs.  Lenora  Patten  took  charge  after  six  months  of 
operation,  with  R.  L.  Ducy  acting  as  buying  agent.  "Quality  brought  the 
store  to  its  feet"  is  the  statement  of  the  manager.3  Although  no  dividends 
have  yet  been  paid  (or  even  interest  on  shares),  the  losses  were  nearly  over- 
come in  1922  and  July,  1923,  finds  the  store  with  a  slight  surplus.  A  diffi- 
culty in  the  Clinton  situation  was  the  failure  of  the  shopmen's  strike  on  the 
Illinois  Central  Railroad,  which  caused  a  number  of  members  to  leave  town. 
A  women's  guild  which  was  started  in  December,  192 1,  was  abandoned  be- 
cause of  lack  of  interest.  Considerable  opposition  has  been  experienced  from 
private  merchants,  one  even  going  to  the  extent  of  writing  to  the  co-operative 
customers  that  the  society  was  failing.  The  store  presents  an  extremely  fa- 
vorable appearance,  although  it  is  overequipped;  the  investment  in  fixtures 
($2,708.34)  very  nearly  equals  the  merchandise  inventory  ($3, 183. 74) .4 
Clerks  may  not  become  members,  but  are  allowed  10  per  cent  discount  on 
purchases.5  The  manager  appears  aggressive,  but  has  little  acquaintance 
with  the  co-operative  movement.  A  new  bookkeeping  system  has  been  in- 
stalled, sales  are  increasing,  and  the  prospects  for  the  store  looked  favorable 
despite  the  competition  of  22  retail  groceries  (including  three  chain  stores) 
in  a  city  of  5,989  people. 

COLCHESTER  (NON-ROCHDALE)6 

To  understand  the  situation  at  Colchester,  a  town  of  1,387  population  in 
western  Illinois,  in  which  the  Farmers'  Cash  Exchange  is  located,  one  should 
know  of  the  political  feud  which  has  been  going  on  for  several  years  between 
the  farmers  and  townsmen  over  the  location  of  a  consolidated  high  school. 
The  townsmen  won  the  issue  at  a  special  election,  of  which  the  farmers 
claimed  they  were  not  notified.7  Dissatisfaction  on  this  question  as  well  as 

1  Officials  of  the  Central  States  Co-operative  Wholesale  were  influential  in 
starting  the  society. 

2  The  capital  outstanding  at  the  time  was  $6,120. 

3  Mr.  Ducy  has  since  become  manager. 

4  Financial  statement  of  December  31,  1922. 

s  The  attempt  is  also  made  to  hire  clerks  whose  parents  are  non-members,  in 
order  to  stimulate  efficiency.  (In  visiting  the  store,  the  writer  was  not,  however, 
impressed  by  the  efficiency  of  the  clerks.) 

6  Information  from  visit,  August  15,  1923. 

'  This  matter  is  still  in  the  courts. 
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opposition  to  the  prices  charged  by  local  tradesmen,  who  were  thought  to  be 
"living  off  the  farmers,"  led  to  the  establishment  of  the  co-operative  store 
in  February,  1920,  when  a  hundred  farmers  subscribed  $17,300  for  stock.1 
The  store  handles  almost  all  lines  of  merchandise  a  farmer  would  require — 
groceries,  drygoods,  hardware,  meat,  and  farmers'  tools.  It  purchases  dairy 
products  and  runs  a  slaughter-house.  With  the  agricultural  depression,  con- 
tinued losses  have  been  incurred,  the  deficit  reaching  $5,051.51  in  December, 
1922.2  Since  the  store  runs  on  a  cash  basis  and  has  a  large  invested  capital, 
bank  loans  have  made  it  possible  to  continue  without  financial  difficulty. 
The  store  operates  under  the  joint  control  of  two  managers. 

COOKSVILLE3 

Otto  Geerkens,4  who  for  a  number  of  years  had  conducted  a  grocery  at 
Cooksville,5  observed  the  trend  toward  co-operation  and  arranged  in  191 9  to 
turn  his  store  over  to  neighboring  farmers  as  a  co-operative,  fifty-six  invest- 
ing $11,400  in  the  enterprise.  He  followed  the  unusual  plan  of  organizing  the 
enterprise  as  a  common  law  trust  with  nine  trustees  elected  by  the  beneficia- 
ries, each  shareholder  having  one  vote.  Under  this  arrangement  Mr.  Geerkens 
invested  $12,100,  holding  majority  ownership,  although  not  majority  con- 
trol.6 During  the  first  year  of  operation,  5  per  cent  was  paid  on  the  shares, 
and  5  per  cent  on  purchases.  In  1920  nothing  was  paid  on  the  shares,  while 
purchase  dividends  varied  with  the  investment,  i.e.,  an  individual  with  a 
$100  investment  received  3  per  cent  on  his  purchases,  one  with  $500  invested, 
9  per  cent.  Contrary  to  the  methods  of  most  co-operatives,  a  surplus  is  be- 
ing built  up  with  a  view  to  a  future  stock  dividend.  Mr.  Geerkens  is  being 
paid  5  per  cent  of  cash  sales  and  credit  collections  as  his  salary.  An  aggressive 
advertising  policy  is  being  pursued.  Social  meetings  are  frequently  held  in 

1  Membership  reached  175,  subscribing  $28,600  in  1923.  No  person  may  pur- 
chase over  five  $100  shares. 

2  $5,000  loss  ini92i;$i69.27ini922.  (A  slight  gain  was  made  during  1920.) 

3  Information  from  visit,  September  10,  1923. 

*  For  a  number  of  years  Mr.  Geerkens  was  connected  with  the  L.  C.  Mercantile 
Company,  a  wholesale  supported  by  the  joint  action  of  many  retailers  in  the  middle 
west.  In  this  work  he  came  in  close  contact  with  co-operatives. 

s  Population  (1920),  297. 

6  The  writer  is  of  the  opinion  that  Mr.  Geerkens  is  in  a  position  to  control  the 
society  if  he  so  desires.  It  will  also  be  noted  that  if  trustees  are  elected  by  share- 
holders the  organization  is  a  partnership,  rather  than  a  common  law  trust,  subject- 
ing members  to  unlimited  liability. 
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the  large  hall  above  the  store.  Although  business  has  been  slack  during  the 
last  two  years,  prospects  for  the  future  are  brighter.  A  branch  store  is  oper- 
ated in  the  neighboring  town  of  Anchor.1 

COULTERVILLE2 

The  "Just  Right"  co-operative  store  at  Coulterville,3  operated  by  miners 
and  farmers,  has  had  a  series  of  disasters  since  its  start  in  1918.4  Inade- 
quately capitalized5  and  dishonestly  and  inefficiently  managed,  it  developed, 
by  March,  1923,  a  $3,500  deficit  and  is  today  insolvent.  It  is  continuing 
under  the  guidance  of  four  or  five  faithful  members  who  are  still  hoping  to 
see  it  succeed.  The  difficulties  encountered  are  a  repetition  of  the  course 
of  many  co-operatives.  Inexperienced  directors  placed  great  confidence 
in  the  manager,  H.  L.  Barnes,  never  auditing  his  accounts,  taking  his 
figures  for  inventories  and  bills  outstanding,  and  allowing  him  to  grant  liberal 
credit.  Mr.  Barnes  bought  an  elaborate  equipment — including  two  cash 
registers,  a  typewriter,  a  $1,000  ice-box,  a  meat  sheer,  a  coffee  mill,  and  an 
adding  machine — to  run  a  business  the  annual  sales  of  which  totaled  less 
than  $50,000.  The  store  was  not  incorporated  until  1922.  Suspicion  began  to 
arise  when  Mr.  Barnes  personally  started  a  motion  picture  show  in  the 
town,  whereupon  a  certified  public  accountant  from  St.  Louis  revealed  the 
deficit  (June,  1923). 6  As  the  mines  in  the  vicinity  are  closed  down,  this  store 
will  doubtless  soon  be  added  to  the  list  of  failures. 

COWDEN7 

The  Equity  Cash  Exchange  of  Cowden,8  organized  in  1922,  is  a  branch 
of  a  farmers'  elevator.  Like  Bingham,  the  store  was  organized  by  the  Equity 
Union  Exchange  group  of  Greenville.  A  retired  farmer  is  president  of  the 
society  and  manager  of  the  store  at  a  salary  of  $60  per  month.  A  small  stock 
is  kept,  barely  sufficing  to  cover  the  shelves.  Sales  totaled  $15,600  in  1923. 

1  Population  (1920),  315. 

2  Information  from  visit,  September  22,  1923. 

3  Population  (1920),  1,407. 

4  Started  by  a  few  ardent  socialists. 

s  One  hundred  sixty-nine  persons  subscribed  $10  each. 

6  R.  C.  Baird,  the  present  manager,  states  that  it  was  clearly  shown  that  the 
previous  manager  was  dishonest.  He  was  not  bonded. 
1  Information  from  visit,  September  13,  1923. 
8  Population  (1920),  711. 
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As  is  customary  in  Equity  enterprises,  auditing  is  done  by  certified  public 
accountants.  As  credit  had  been  too  liberally  extended  by  the  elevator  in 
1920,  all  business  is  transacted  for  cash.  Other  merchants  predict  that  "the 
farmers  will  make  a  failure,  running  a  grocery  store,"  but  with  low  costs  and 
continued  support  the  store  will  probably  not  be  abandoned.1  Considerable 
educational  work  is  done  through  the  Equity  Union  Exchange,  the  society 
taking  out  subscriptions  for  the  Equity's  publication  for  all  members.  The 
spirit  of  the  organization  is,  however,  that  of  producers'  co-operation. 

DANVILLE2 

In  May,  191 7,  a  co-operative  store  was  started  at  Danville,  a  city  of 
33,776  population,  stimulated  by  the  enthusiasm  for  co-operation  which  Cen- 
tral States  Co-operative  Wholesale  Society  leaders  were  developing.  For  nine 
months  the  store  went  on,  finding  success  difficult  to  achieve.3  In  February, 
1 91 8,  Roy  Shanks,  a  locomotive  fireman,  who  had  seen  visions  of  the  possi- 
bilities in  the  movement,  took  control  of  this  weak  store.4  Working  night  and 
day,  even  undertaking  personal  canvassing  of  homes  to  secure  support,  he 
brought  about  a  surprising  renewal  of  interest.  Sales,  which  were  below 
$10,000  per  quarter  when  he  took  charge,  expanded,  reaching  $25,127.04  in 
the  first  quarter  of  1919.  Unions  liberally  lent  money  to  the  society  at  3  per 
cent  interest;  the  miners  invested  $1,000;  the  machinists,  $2,250;  the  fire- 
men, $800;  the  car  workers,  $200;  and  the  trades  council,  $200.  Four  stores 
and  a  coal  yard  were  opened  in  rapid  succession.  An  observer  in  19 19  de- 
scribed the  Danville  organization  as,  "One  of  the  bright  spots  in  the  Ameri- 
can co-operative  movement  ....  steadily  moving  on  with  an  unlimited  pro- 
gram of  expansion,  "s 

Not  only  did  the  society  operate  its  four  stores,  but  it  also  entered  into 
agreement  with  other  businesses  by  which  the  society  was  to  be  given  a  re- 
bate on  members'  purchases.  Dry  goods,  clothing,  hardware,  lumber,  flowers, 
furniture,  tailoring,  undertaking,  drugs,  upholstery,  piano  tuning,  dentistry, 
insurance,  and  laundry  were  obtained  in  this  way,  returning  to  the  so- 

1  The  accounting  is  not  separate;  so  no  estimate  of  the  financial  standing  may 
be  given  other  than  the  statement  of  the  manager  that  $662  was  made  by  the  store 
in  the  first  three  months. 

2  Information  from  interview  with  Roy  Shanks,  November  3,  1923,  and  visit, 
September  26,  1923. 

3  Losses  were,  in  fact,  being  incurred  during  this  period. 

4  Roy  Shanks  was  brought  into  the  co-operative  movement  by  John  H.  Walker, 
s  J.  P.  Warbasse  in  Co-operation,  November,  1919,  p.  167. 
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ciety  an  average  of  from  10  to  15  per  cent.1  The  spirit  of  service  was 
so  infused  into  the  sixteen  union  employees  that  when  voted  a  raise  of 
$5  in  the  fall  of  1919  they  would  accept  only  $3,  believing  that  the  volume 
of  business  would  not  yet  warrant  the  larger  increase.  Experiments  were 
tried  in  operating  a  self-service  store  and  a  slaughter-house.  Entertainments 
were  frequently  given  and  active  educational  work  started.  But  back  of  all 
this  activity  was  Roy  Shanks,  who  had  so  earnestly  spent  his  time  at  co- 
operative work  that  the  board  of  directors  passed  a  resolution  instructing 
him  to  spend  three  nights  a  week  at  home.  Late  in  191 9,  he  left  for  Ohio, 
leaving  behind  him  what  appeared  to  be  a  strong,  expanding  movement. 
Within  three  months  a  $9,000  loss  was  brought  to  light  and  the  society  was 
near  bankruptcy.  Mr.  J.  D.  Adkinson,  who  disclosed  the  situation,  describes 
the  reason  for  the  quick  change  as  follows:  "The  management  did  not  know 
the  condition  of  the  stores,  merchandise  had  deteriorated,  many  bad  pur- 
chases were  made,  people  were  stealing  from  the  self-service  store — the 
cashier  system  being  ineffective.2  Roy  Shanks  holds  a  similar  view  of  the 
situation:  "The  management  and  board  of  directors  did  not  know  good  ac- 
counting, and  good  business  principles.3  The  development  was  because  of 
the  energy  of  members,  rather  than  from  a  knowledge  of  the  principles  of 
the  movement.  The  movement  was  pushed  across  and,  when  the  fourth  store 
(Tilton)  was  taken  on,  the  control  broke  down.  Difficulties  were  encount- 
ered, which  centered  attention  on  Tilton  rather  than  on  the  general  situa- 
tion. Bungling  followed. "* 

On  March  '7,  1920,  the  stores  were  turned  over  to  the  Central  States 
Co-operative  Wholesale  at  the  instance  of  the  Danville  group.5  Roy  Shanks, 
who  had  returned,  took  charge,  attempting  to  get  the  new  plan  under  way 
as  effectively  as  possible.  President  Walker  of  the  Central  States  Co-opera- 
tive Wholesale  Society  believed  that  stealing  was  going  on,  which  resulted 
in  the  dismissal  of  all  store  managers  by  Mr.  Shanks.  The  coal  office  was 

1  The  estimated  income  from  these  sources  was  $7,000  per  year. 

2  Interview  with  J.  D.  Adkinson,  August  27,  1923. 

3  Local  managers  were  not  bonded,  and  all  bills  turned  in  to  the  central  office 
to  be  paid  there,  with  no  checking  of  individual  stores. 

4  Interview  with  Roy  Shanks,  November  3,  1923.  Mr.  Shanks  was  convinced 
before  the  financial  difficulties  that  "the  pooling  of  the  stores  was  not  developing 
the  spirit  of  co-operation  that  it  would  were  they  separate."  Co-operation,  February, 
1920. 

s  John  H.  Walker,  president  of  the  Central  States  Co-operative  Wholesale,  was 
influential  in  making  possible  the  transfer. 


EXPERIENCES  IN  CO-OPERATIVE  ENTERPRISES        335 

closed,  delivery  discontinued,  and  prices  cut  10  per  cent  in  order  to  put  the 
stores  on  a  more  efficient  basis.  Soon  additional  branches  were  opened  at 
Catlin  and  Westville  and  plans  were  under  way  to  open  a  wholesale  branch 
at  Danville.  District  Manager  Shanks  rented  a  warehouse  at  Westville,  and 
attempted  as  far  as  possible  to  have  goods  shipped  in  from  the  Central  States 
Co-operative  Wholesale  Society  in  carload  lots,  distributing  them  from  the 
warehouse.1  As  a  result,  trade  was  expanding  and  the  system  was  working 
smoothly  and  economically.  Manager  McKechan  was,  however,  opposed  to 
the  plan  of  joint  distribution,  considerable  bitterness  having  grown  up  be- 
tween the  two.2  The  crisis  came  when  a  Central  States  auditor,  William  Orr, 
refused  to  obey  the  request  of  Mr.  Shanks  not  to  inventory  the  Westville 
store  until  after  the  others.3  As  a  result,  a  heated  controversy  ensued  in 
which  the  six  Danville  managers  were  equally  divided,  with  Manager 
McKechan  supporting  the  auditor.  Mr.  Shanks  left  for  Ohio  to  organize  for 
the  Co-operative  League,  leaving  the  opposition,  headed  by  L.  R.  Maupin, 
in  control  of  the  situation.  Upon  his  return,  the  issue  was  taken  into  an  open 
meeting  where  all  concerned  were  present.  Mr.  Shanks  succeeded  in  having 
the  last  word  with  President  Walker  before  the  meeting  and  was  exonerated 
of  all  charges  of  inefficiency  and  dishonesty,  leaving,  however,  to  take  another 
position  in  Cleveland.4 

L.  H.  Maupin  took  charge  in  1921.  The  wholesale  was  already  on  the 
decline,  and  local  support  failing.  The  Westville  and  Tilton  stores  have  now 
been  closed,  Georgetown  is  independent,5  Catlin  is  run  as  a  union  store  under 
the  direction  of  Mr.  Maupin,6  and  but  one  Danville  store  remains.  Its  plans 
for  the  future  are  still  unsettled. 

EDWARD  SVILLE7 

The  Edwardsville  Co-operative  Society,  a  miners'  store  at  Edwardsville,8 
is  a  one-man  enterprise,  initiated,  controlled,  and  managed  by  W.  W.  Levora, 
who  in  191 7  caught  the  idea  of  starting  a  co-operative  from  a  miners'  paper 

1  Letter  of  Roy  Shanks  to  Robert  McKechan,  March  20,  1920. 

2  This  was  in  part  based  on  the  fact  that  Mr.  Shanks  had  been  suggested  as 
manager  of  the  Central  States  Co-operative  Wholesale. 

3  As  a  large  stock  of  goods  was  on  hand,  it  was  desired  to  leave  the  inventory 
until  the  next  Sunday  when  all  managers  could  co-operate. 

4  Interview  with  Roy  Shanks,  November  4,  1923. 

s  See  description,  below.  7  Information  from  visit,  August  18,  1923. 

6  See  description,  above.  8  Population  (1920),  5,336. 
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and  obtained  stock  subscriptions  from  65  persons  to  the  amount  of  $1,250. 
Meetings  are  held  annually ;  only  ten  members  turn  out  on  an  average.  The 
seven  members  of  the  board  of  directors  meet  only  when  the  manager  forces 
them  to.  One  director  at  one  time  came  to  read  the  cash  register  and  check 
up  on  the  management,  but  was  told  he  did  not  know  anything  about  check- 
ing, and  so  gave  up  the  attempt.  The  annual  audits  made  by  District  12, 
United  Mine  Workers  of  America,  auditors  have  revealed  large  annual  gains 
since  the  first  quarter  of  operation,  but  due  to  local  dissension,  membership 
withdrawals  have  continued,  until  in  1922  only  forty  members  and  a  capital 
stock  of  $680  remained.  The  teamsters'  union  at  one  time  attempted  to 
close  the  society,  according  to  the  manager,  but  were  checked  when  he  ad- 
vanced to  them  out  of  his  own  pocket  the  $200  which  they  had  lent  the  so- 
ciety. No  interest  or  purchase  dividends  have  yet  been  paid,  although  a 
surplus  of  $2,934  has  been  accumulated.  The  manager  states:  "We  don't 
want  the  cheap  skates  who  dropped  out  of  the  society  coming  in  on  the  sur- 
plus. We  will  open  the  books  after  it  is  distributed."  The  manager  would  not 
affiliate  with,  or  buy  from,  the  Central  States  Co-operative  Wholesale  as  he 
states:  "We  had  no  money  to  throw  away."  Credit  is  liberally  allowed,  the 
credit  extensions  being  more  than  the  merchandise  inventory.1  The  manager 
buys,  whenever  possible,  for  cash,  keeping  a  large  bank  balance  for  that  pur- 
pose. Seventy-five  per  cent  of  the  trade  is  with  non-members.  The  store  in 
1 91 9  joined  the  Edwardsville  Chamber  of  Commerce.  Little  competition  is 
felt  from  the  twenty- three  competing  groceries  (including  chain  stores).  The 
store  is  rather  dirty  and  disorderly,  but  is  well  located.  Mr.  Levora  energeti- 
cally handles  the  bulk  of  the  work  himself,  making  possible  the  financial  suc- 
cess of  the  store.  "Education  is  necessary  for  co-operation,"  he  states.  Plans 
are  under  way  to  install  a  wash  goods  department  in  the  near  future.2 

FARINA3 

The  Farina  Farmers'  Co-operative  Store,  organized  in  191 7,  is  an  out- 
growth of  a  buying  club  started  in  the  Farina  Local  of  the  Farmers'  Union. 
During  its  seven  years  of  operation  it  has  paid  6  per  cent  interest  on  shares 
regularly  and  annual  purchase  dividends  of  over  3  per  cent.  Membership, 
during  this  period,  has  increased  from  180  to  200.  Capital  stock  outstanding 
is  now  $6,630.  The  store  joined  the  Farmers'  Union  Exchange,4  but  did  no 

1  Accounts  receivable  at  the  close  of  1922  were  $2,433.64.  The  merchandise 
inventory  was  $1,532.16. 

2  Expansion  is  limited  as  the  mines  at  Edwardsville  are  not  working  regularly. 

3  Information  from  visit,  September  26,  1923.  4  See  p.  135. 
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purchasing,  claiming  that  excessive  prices  were  charged.  "Leaders"  are  used 
to  offset  the  competition  of  the  five  competitors  in  a  town  of  701  people.  The 
store  is  neatly  kept.  One  side  of  the  large  double  room  is  used  for  the  sign, 
"Co-operation  means  to  so  conduct  yourself  that  others  cam  work  with  you." 
The  manager,  however,  states  that  the  prevalent  spirit  is  not  entirely  one  of 
loyal  support.  No  educational  work  is  conducted,  but  the  Farmers'  Union 
has  a  number  of  social  affairs  in  the  course  of  the  year.  Members  of  the 
Farmers'  Union,  not  stockholders,  are  given  half-dividends  on  purchases. 
The  manager  states  that  a  $22,750  surplus  had  been  accumulated  up  to 
September,  1923. 

FARMINGTON1 

The  Farmington  Co-operative  Society,2  which  opened  its  doors  in  April, 
191 5,  inadequately  capitalized  and  operating  as  a  partnership,  has  had 
more  than  the  usual  troubles  of  a  co-operative  store.  Despite  them,  it  is 
today  in  a  flourishing  condition.  The  first  manager,  bidding  for  farmers'  sup- 
port, incurred  large  losses  from  paying  too  high  prices  for  farm  produce.  This 
deficit  was  not  immediately  discovered  as  the  manager  convinced  the  board 
of  directors  that  inventories  should  be  taken  at  retail  price,  and  even  that  an 
inventory  was  not  necessary  to  show  the  gain  for  a  period,  Merchants  spread 
propaganda  that  members  were  unlimitedly  liable  for  debts,  resulting  in  the 
withdrawal  of  all  but  sixteen.  These  loyal  supporters  paid  the  manager  out 
ot  their  own  pockets  and  advanced  money  to  meet  withdrawals  to  save  the 
store.  Incorporation  took  place  in  19 19  and,  under  the  guidance  of  Robert  A. 
Orton,  remarkable  success  has  been  realized.  Net  earnings  for  the  three  and 
one-half  years  (1920-July,  1923)  totaled  $62,480.71;  the  average  invested 
capital  for  the  period  was  about  $30,000.3  Purchase  dividends  averaging  9 
per  cent  were  paid  during  this  period,  while  a  reserve  fund  of  $15,769.20  was 
accumulated.  Membership  has  increased  to  350,  each  person  being  required 
not  only  to  buy  $25  of  stock,  but  to  accumulate  $50  of  loan  capital  before 
withdrawing  dividends.  A  significant  factor  in  the  development  has  been  the 
active  interest  of  the  board  of  directors,  who  have  not  only  regularly  attended 
weekly  meetings,  but  have  directed  the  making  of  large  purchases,  the  hiring 
of  employees,  and  have  aided  in  inventorying  stock.  Indeed  this  active  in- 

r  Information  from  visit,  August  29,  1923. 

2  Started  on  the  initiative  of  Robert  Wilson  and  other  Scottish  miners.  Farm- 
ington is  a  mining  town  of  2,631  population. 

3  Earnings:  1920,  $14,644.25;  1921,  $18,519.59;  1922,  $17,345.74;  1923  (to 
July),  $11,971.15. 
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terest  has  been  so  great  as  to  bring  problems.  Manager  Orton  was  an  ag- 
gressive, conscientious  worker  with  an  organizing  ability  which  was  signifi- 
cant in  the  growth.  In  the  summer  of  1923,  after  the  completion  of  a  record 
year  with  purchase  dividends  of  10  per  cent  declared,1  and  a  large  reserve  set 
aside,  he  asked  for  an  advance  in  salary.  This  led  to  a  conflict  with  Robert 
Wilson,  one  of  the  directors.2  The  outcome  was  that  Mr.  Orton  resigned. 
Since  that  time  the  organization  has  been  running  with  three  independent 
managers,  one  for  each  of  the  three  departments.3  The  effect  of  this  unique 
arrangement  is  yet  to  be  seen.4  Educational  work  is  well  developed,  1  per 
cent  of  gross  profits  being  devoted  to  that  purpose.  The  Home  Co-operator 
of  the  Co-operative  League  is  distributed  to  all  members.  A  women's  guild 
has  also  recently  been  organized.  The  store  (which  occupies  a  two-story 
building  and  the  first  floor  of  the  adjoining  building)  is  neatly  arranged  and 
well  patronized.  Its  six  competitors  are  far  outdistanced.  A  chain  store  next 
door  appeared  to  have  but  little  trade,  while  the  co-operative  was  crowded. 
"Leaders"  are  used  in  all  departments  to  stimulate  trade.  The  present  prob- 
lem of  the  society  is  to  secure  the  interest  of  farmers.  A  manager  states  that 
this  is  peculiarly  difficult  as  the  presence  of  tenant  farmers  and  farm  owners 
would  tend  to  bring  dissension  into  the  co-operative. 

FOREST  CITY5  (NON-ROCHDALE) 

The  Forest  City  Co-operative  Association  operates  a  hardware  store, 
taken  over  in  1918,  when  the  owner,  H.  J.  Barnes,  was  called  to  war.  Forty- 
five  farmers  bought  $6,500  of  stock,  allowing  him  to  liquidate  his  assets.  Five 
per  cent  dividends  on  stock  were  paid  in  191 8  and  191 9,  but  the  drop  in 
inventory  values  and  slump  in  sales  during  192 1  and  1922  wiped  out  most 

1  Earnings  of  $11,971.13  were  made  during  the  first  six  months  of  1923,  an  in- 
crease of  30  per  cent  over  the  previous  year. 

2  Mr.  George  Rymington,  secretary  of  Sub-district  2,  District  12,  United  Mine 
Workers  of  America,  who  is  well  acquainted  with  the  Farmington  situation,  states 
that  the  increase  was  demanded  at  an  inauspicious  time,  for  the  society  would  have 
had  to  pay  the  same  rate  of  increase  to  all  employees,  thus  greatly  reducing  its 
earnings.  Interview,  August  30,  1923. 

3  Groceries,  Dry  Goods,  and  Meat  Departments. 

4  Mrs.  E.  Freeland  states  that  Mr.  Orton  was  of  little  value  to  the  society  and 
feels  that  the  present  plan  lowers  the  cost  of  administration.  It  appears,  however, 
that  the  problem  of  controlling  an  expanding  organization  is  hardly  clear  to  the 
members.  (Interview,  August  29,  1923.) 

s  Information  from  visit,  August  28,  1923. 
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of  the  surplus  which  had  been  accumulated.  Sales  are  increasing  slightly  and 
prospects  for  the  future  appear  fair.  The  manager  does  his  own  auditing  once 
a  year.  The  store  presents  a  favorable  appearance  and  has  no  competition 
in  an  unenterprising  town  of  314  population,  surrounded  by  a  good  farming 
region  along  the  Illinois  River  in  the  Corn  Belt.  An  unfavorable  factor  is  the 
near-bankruptcy  of  the  Chicago,  Peoria,  and  St.  Louis  Railroad,  the  only 
line  serving  the  town. 

FOREST  CITY1 

The  farmers  in  the  Forest  City  section,  who  were  operating  a  hardware,2 
were  induced  by  a  real  estate  dealer  to  take  a  general  merchandise  store  off 
his  hands  in  1921 — the  Mason  Co-operative  Store  being  organized.  Twenty- 
five  subscribers  furnished  $4,000  of  capital  and  bought  the  building  (for 
$3,200)  as  well  as  the  stock  on  hand.  Members  soon  became  discouraged  as 
sales  were  small  ($15,000  per  year)  and  no  dividends  were  paid  on  stock  in 
1921.  In  1922,  a  3  per  cent  dividend  was  paid  (on  stock)  in  merchandise. 
Managers  were  changed  in  that  year  and,  while  the  new  manager  is  active, 
the  prospects  for  the  store  are  not  bright,  as  members  appear  to  take  but 
little  interest.  A  small,  neat  stock  of  groceries,  drygoods,  and  shoes  is  kept. 

GALESBURG3 

The  Galesburg  Co-operative  Society  (an  amalgamation  of  the  Consum- 
ers-Alliance National  and  the  Knox  County  Co-operative  Association)  op- 
erates three  stores  and  a  coal  yard  in  a  city  of  23,834  population  in  western 
Illinois.  The  history  of  this  society  is  one  filled  with  incidents  of  self-sacrific- 
ing devotion  on  the  part  of  a  small  group  of  socialists,  who,  in  1910,  formed  a 
plan  for  a  nation-wide  development,  starting  their  first  store  in  Galesburg  in 
191 1.  The  other  chain  stores  developed  under  the  plan  failed  or  were  closed 
when  the  chief  promoter  died.  The  Galesburg  branch  remains  as  the  sole 
survivor.4  John  C.  Sjodin,  one  of  the  founders,  has  been  manager  at  Gales- 
burg almost  since  the  beginning.  By  1916  the  society  had  but  $520  of  assets, 
the  outstanding  stock  being  $2,710.  Through  the  generosity  of  friendly  stock- 
holders living  outside  of  Galesburg,  $1,530  of  shares  were  turned  in  for  can- 
cellation.5 The  little  store  struggled  along,  not  able  to  pay  a  dividend  either 

1  Information  from  visit,  August  28,  1923. 

2  See  above.  3  Information  from  visit,  August  4,  1923. 
4  See  history  of  the  Consumers-Alliance,  p.  29. 

s  The  shares  held  by  members  of  the  Staunton  store  were  turned  in  by  agree- 
ment, Staunton  becoming  independent. 
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on  stock  or  purchases  until  191 8.  Enthusiasm  was  not  great  during  this 
period.  It  was  impossible  to  get  enough  members  out  to  form  a  quorum  at 
the  1918  annual  meeting.  With  the  increase  of  living  costs,  however,  em- 
ployees of  the  Burlington  Railway  began  to  investigate  co-operation  as  a 
means  of  relief.  The  Consumers-Alliance  took  advantage  of  the  opportunity 
and  enlisted  the  support  of  the  railwaymen  to  the  extent  of  $2,700  in  1919; 
177  joined.  Members  volunteered  to  make  an  effort  to  secure  additional  sup- 
port. Two  new  outlying  stores  were  opened.  Five  per  cent  dividends  were 
declared  on  stock  and  4  per  cent  dividends  on  purchases  at  the  close  of  1919. 
The  years  1920  and  1921  brought  progress,  although  but  a  slight  reserve 
fund  was  built  up.  On  November  1, 192 1,  an  amalgamation  was  effected  with 
a  society  operating  a  co-operative  coal  yard.  With  the  shopmen's  strike  of 
1922,  difficulties  became  greater  and  resulted  in  deficits  and  withdrawal  of 
members.  The  crisis  in  the  affairs  of  the  society  came  early  in  1923.  The 
strike  was  lost  and  the  society  had  no  large  reserve  fund.  Consequently,  it 
is  in  a  critical  condition.  Some  factionalism  is  present,  the  socialist  and  non- 
socialist  groups  being  in  controversy.  But  out  of  the  330  members,  it  was  im- 
possible to  obtain  a  quorum  of  twenty  at  the  meeting  in  July,  1923.  A  visit 
to  the  three  stores  was  not  encouraging.  The  Losey  Street  branch  was  un- 
tidy, having  a  dirty  window  display  and  much  waste  space.  The  Maple 
Avenue  store  appeared  somewhat  better.  The  Chambers  Street  coal  office 
and  store  presented  a  good  appearance,  but  did  not  seem  well  located  for  a 
grocery.  Unless  the  "missionary  spirit" — the  early  enthusiasm — returns,  the 
society  may  be  lost.  No  attempt  is  made  to  compete  with  chain  stores,  offer- 
ing no  credit  or  delivery  service. 

A  good  illustration  of  the  working  of  democracy  is  shown  by  the  reports 
of  the  meetings  of  the  society,  1 916  to  the  present.  (Annual  meetings,  1916- 
1919.) 

191 6:  Member  offers  to  cancel  $200  of  the  amount  due  him  and 
cancel  19  shares  of  stock  to  help  society,  urging  others  to 
do  likewise.  Spirit  of  enthusiasm. 
1 918:  No  quorum  present. 

1919:  Social  meeting.  Great  interest.  New  by-laws  adopted.  Di- 
rectors who  had  been  out  of  town  some  time  asked  to 
resign. 

October,  1919:  Quarterly  meeting.  Members  volunteer  to  act  as  organ- 
izers. Secretary  attempts  to  disbar  the  manager  from  act- 
ing on  the  board  of  directors. 
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January,  1920:  Officers  elected  by  ballot — real  interest  shown.  Dividends 
declared.  Secretary  has  manager  ruled  out  of  being  a 
candidate  for  board  of  directors.  Manager  allowed  to  re- 
main as  director  by  vote  of  membership. 

April,  1920:  Expansion.  Purchase  of  property.  Committee  elected  to 
act  in  conjunction  with  employees  to  fix  wages.  Details  of 
board  of  directors'  meetings  told  to  members. 

July,  1920:  Dividends  declared.  Voted  to  ask  support  of  organized 
labor.  Earnings  of  $1,000  shown.  Enthusiasm. 

November,  1920:  No  financial  report,  as  auditing  committee  had  not  been 
active.  Also  special  meeting  to  amalgamate  with  Knox 
County  Co-operative  Society. 

January,  1921:  A  thorough  audit. 

April,  1921:  A  quorum  not  present;  no  meeting. 

July,  1921:  Discussion  on  downtown  store. 

October,  1921:  Committee  appointed  to  talk  co-operation  with  unions  and 
investigate  question  of  downtown  store. 

January,  1922:  Committee  appointed  to  investigate  granting  of  credit. 

April,  1922:  Committee  reports  that  credit  has  been  overextended,  and 
asks  oversight  of  directors  on  overdue  accounts.  Passed. 
Also  recommends  joining  Chamber  of  Commerce.  Turned 
down. 

October,  1922:  Voted  to  pay  6  instead  of  5  per  cent  on  loan  capital.  Com- 
mittee appointed  to  urge  shopmen  to  give  more  financial 
support. 

January,  1923 :  Motion  lost  that  manager's  report  be  not  accepted.  It  was 
voted  that  the  board  of  directors  should  five  up  to  the  by- 
laws and  pay  dividends  only  on  profits  made.  An  amend- 
ment was  passed  that  this  apply  only  from  July,  1922 — 
January,  1923.  Directors  elected  by  acclamation.  Audit- 
ing changed  to  an  annual  basis. 

July,  1923:  President  absent.  Voted  not  to  read  report  on  members' 
purchases.  Voted  not  to  print  semiannual  report.  Direc- 
tors elected  by  acclamation.  No  quorum  present. 
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GEORGETOWN  (BRANCH  OF  THE  CENTRAL  STATES 
CO-OPERATIVE  WHOLESALE  SOCIETY)1 

The  Union  Co-operative  Association  of  Georgetown  was  started  in  1919 
as  Branch  No.  3  of  the  Danville  Co-operative  Society.2  The  store  was  turned 
over  to  the  Central  States  Co-operative  Wholesale  along  with  other  Danville 
society  stores  when  financial  difficulties  were  encountered  in  the  early  months 
of  1920.  The  local  unions  bought  in  addition  $1,000  in  share  capital  of  the 
Central  States  Co-operative  Wholesale.3  The  store  from  the  start  has  been 
under  good  management.  Local  support  was  not  lacking  until  the  decline  of 
the  Central  States  movement.  The  change  in  price  policy  under  the  American 
Rochdale  Plan  brought  keen  competition  from  the  twenty-three  competing 
stores  in  a  city  of  3,061  population.  Today  a  nucleus  of  only  sixteen  in  the 
local  unions  is  not  hostile  toward  the  co-operative  movement.  The  manager 
is  undertaking  the  difficult  task  of  securing  enough  interest  to  operate  an 
independent  Rochdale  store.  The  store  is  neatly  kept  and,  although  lightly 
stocked,  is  doing  a  good  business. 

GILLESPIE4 

The  Gillespie  Co-operative  Society  was  for  years  the  pride  of  the 
Illinois  miners'  co-operative  movement.  Located  in  a  Scottish  mining  towns 
with  a  number  of  members  thoroughly  acquainted  with  Scottish  co-operation, 
it  was  a  leader  in  the  Illinois  development.  It  opened  its  store  on  April  21, 
1 913,  with  86  members  contributing  $25  each.6  The  by-laws  of  this  society, 
copied  throughout  the  state,  included  the  following  provisions:  (1)  $25  of 
share  capital  was  to  be  purchased  by  each  member,  only  $15  of  which  would 
bear  5  per  cent  interest;  (2)  shares  were  redeemable  upon  notice;  (3)  the 
officers  and  nine  directors,  elected  by  the  quarterly  membership  meetings, 
were  to  meet  weekly,  receiving  reports  from  the  manager;  (4)  three  elected 
auditors  were  to  go  over  the  accounts  of  the  society  quarterly;  (5)  at  least 

1  Information  from  visit,  September  25,  1923. 

2  Sixty-five  members  bought  $1,750  of  stock  in  the  Danville  Co-operative 
Society. 

s  The  influence  of  John  H.  Walker  was  felt  in  this  loyal  support.  Letter  of 
Robert  McKechan  to  J.  H.  Walker,  March  11,  1920. 

4  Information  from  visit,  August  12,  1923. 

5  Population,  4,063. 

6  The  society  was  unincorporated  until  1920,  when  $50  was  the  individual 
subscription. 
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1  per  cent  of  net  profits  was  to  be  placed  in  reserve,  the  remainder  being  de- 
clared a  purchase  dividend;1  (6)  credit  was  to  be  limited  to  $15  to  each 
member;  (7)  each  member  was  to  have  one  vote,  proxy  voting  not  being  al- 
lowed; (8)  absence  from  meetings  subjected  a  member  to  a  25  c.  fine. 

The  society  paid  an  8  per  cent  purchase  dividend  the  first  quarter  of 
operation  and  maintained  an  almost  unbroken  record  of  purchase  dividends 
for  10  years,  all  but  one  of  which  were  6  per  cent  or  over.2  In  this  success, 
however,  weakness  began  to  develop  and  in  September,  1923,  the  Gillespie 
store  passed  into  the  hands  of  receivers.  The  story  of  its  expansion  and  de- 
cline is  a  significant  one  in  Illinois  co-operation. 

Robert  McKechan,  the  first  secretary  of  the  Gillespie  society,  had  at 
one  time  worked  as  a  baker  in  the  Scottish  co-operatives.  Coming  to  this 
country  as  a  miner,  he  joined  Local  Union  No.  730  of  the  Mine  Workers.  His 
personality  brought  him  to  a  position  of  leadership  at  Gillespie  and,  later,  in 
the  Central  States  Co-operative  movement.  He  is,  as  John  Walker  describes 
him,  "a  man  who  thinks  well  of  himself,  and  makes  others  think  well  of 
him,"3 — a  heavy-set  man  with  a  loud  voice,  sociable  in  his  habits,  a  hard 
worker.  Taking  hold  of  the  management  of  the  Gillespie  store  in  January, 
1916,  he  continued  the  successful  record  of  the  organization.  The  large  earn- 
ings were  brought  to  the  attention  of  organizations  throughout  Illinois, 
especially  through  McKechan's  ability  to  present  the  facts  to  meetings  of 
the  Illinois  Co-operative  Society.4  Associated  with  him  was  William  Orr,  who 
was  president  of  the  society  during  its  most  successful  period  (July,  1916- 
19).  Mr.  Orr  later  also  played  a  significant  part  in  the  Central  States  de- 
velopment.5 

The  financial  standing  of  the  society  during  its  history  is  shown  in 
Table  III.6  The  main  features  of  the  expansion  of  the  society  were  (1)  a 

1  Members  purchasing  less  than  $35  of  goods  in  a  quarter  received  a  half 
dividend. 

3  The  society  has  no  report  on  file  for  its  thirtieth  period  of  operation  and 
thirty-first  period  of  operation.  It  is  possible  that  the  dividend  record  was  broken 
at  that  time. 

3  Statement  of  John  H.  Walker,  interview,  August  10,  1923. 

4  See  pp.  36-47- 
s  See  pp.  89-90. 

6  Many  critics  have  challenged  the  accuracy  of  the  Gillespie  accounting.  With 
the  rapid  change  of  managers  (eight  in  ten  years),  however,  most  exaggerated  figures 
were  reduced,  thus  showing  conditions  accurately  though  tardily. 
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rapid  increase  of  membership  for  the  first  five  years  which  reached  a  peak  of 
275  at  the  close  of  191 7;  (2)  an  accompanying  increase  in  sales  until  191 9;  (3) 
the  large  inventory  of  goods  on  hand,  which  reached  $34,389.02  at  the  close 
of  1 918  (with  a  constantly  decreasing  turnover);  (4)  the  consequent  increase 
of  earnings  as  prices  advanced,  the  high  point  of  $12,710.64  per  year  coming 
in  1918;  (5)  the  great  expansion  of  the  outstanding  accounts  receivable  and 
accounts  payable,  which,  however,  did  not  reach  their  peaks  until  December, 
1919;1  (6)  the  development  of  social  activity  with  entertainments,  picnics, 
and  banquets.  In  1919,  however,  the  expansion  was  coming  to  an  end  and 
membership  was  decreasing,  although  earnings  and  sales  were  still  high.  The 
years  1920,  1921,  and  1922  brought  a  definite  decline,  membership  being  cut 
nearly  in  half  and  sales  dropping  almost  as  much.  The  characteristics  of  this 
period  were  (1)  large  losses  on  merchandise  inventories;  (2)  dishonest  and 
incompetent  management;2  (3)  dissension  among  members,  partly  because  of 
lack  of  faith  in  the  officers  and  partly  stimulated  by  the  Central  States  Whole- 
sale officials,  who  wanted  further  support  from  the  society;3  (4)  the  declaring 
of  purchase  dividends  out  of  past  earnings  or  by  writing  up  the  value  of  the 
society's  equity  in  its  building;1*  (5)  the  failure  to  use  good  accounting  pro- 
cedure, coupled  with  poor  auditing  ;s  (6)  the  assumption  of  too  much  power  on 

1  $14,389.50  for  accounts  receivable;  $16,209.50  for  accounts  payable. 

3  George  Sawyer,  manager  from  October,  1918,  until  January,  1921,  allowed 
many  leaks  to  occur,  as  well  as  overstocking.  (Statement  of  J.  D.  Adkinson,  August 
27,  1923.)  Mr.  Sawyer  resigned  when  Mr.  Adkinson  was  called  in  to  find  the  diffi- 
culty. The  next  manager,  Thomas  Carroll,  a  Standard  Oil  driver,  was  found  to  be 
dishonest  after  six  months.  Mr.  O.  W.  Smith  was  manager  from  that  date  until 
September,  1923.  He  appears  to  have  little  initiative. 

3  Mr.  William  Orr  states  that  membership  rapidly  dropped  when  he  went  out  of 
office,  considerable  dissension  following.  (Interview,  August  12,  1923.)  For  attitude 
of  the  Central  States  Co-operative  Wholesale  Society  see  p.  000. 

4  The  28th  quarter,  the  building  value  was  carried  at  $17,780,  the  society's  equi- 
ty in  this  building  being  stated  as  $7,989.60,  an  increase  of  $7,539.60  over  the  previ- 
ous quarter.  Although  no  profits  were  shown  for  this  period,  the  reserve  fund  advanc- 
ed $6,742.56  and  dividends  of  $2,625.70  were  declared.  The  next  quarter  the 
building's  value  strangely  drops  $4,669.57  and  after  declining  $911  in  value  in  1921, 
the  year  1922  finds  no  depreciation  being  charged,  the  figure  remaining  at  $12,200. 

s  Illustrations  of  the  failure  to  use  accounting  principles  follow.  In  the  36th 
period,  an  8  per  cent  purchase  dividend  was  declared,  totaling  $1,296.89,  which, 
according  to  the  profit  and  loss  statement,  would  leave  $1,207.46  as  an  addition  to 
the  reserve  fund.  The  accompanying  balance  sheet,  curiously,  exactly  balances  with 
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the  part  of  the  board  of  directors,  giving  them  control  when  they  were  un- 
fitted to  use  it;1  (7)  the  extension  of  credit  beyond  the  limits  prescribed  by  the 
by-laws  until  October,  1920 — then  the  strict  enforcement  of  the  ruling;  (8) 
the  withdrawal  of  share  and  loan  capital  which  has  cut  in  half  the  capitaliza- 
tion of  the  society;  (9)  the  strike  and  slack  work  during  1921  and  1922  which 
forced  many  members  to  leave  town;  (10)  the  severe  competition  of  the 
Kroger  and  Piggly  Wiggly  chain  stores  which  have  come  into  Gillespie;  and 
(11)  the  abandonment  of  all  social  and  educational  work  in  1919,  which  left 
the  store  without  support  when  it  was  most  needed.  Several  loyal  members 
have  recently  advanced  funds  to  continue  the  society  under  different  control. 

GLEN  CARBON2 

The  Glen  Carbon  Co-operative  Society3  is  the  oldest  existing  miners' 
store  in  Illinois,  having  been  established  by  45  British  co-operators  in  1904. 
It  is  located  in  an  isolated  mining  town  of  1,323  population.  The  first  two 
years,  running  on  a  cash  basis,  brought  the  society  near  failure,  but  credit 
was  granted  and  managers  changed.  H.  L.  Groteka  came  out  of  the  coal 
mine  to  take  charge  at  $75  per  month.  Creditors  were  pressing  for  payment, 
the  St.  Louis  wholesalers  would  ship  no  more  goods,  but  through  the  loyalty 
of  the  directors  sufficient  money  was  raised  to  tide  over  the  period.'' 

As  this  society  is  the  oldest  in  the  state  for  which  a  complete  record  is 
available  it  is  interesting  to  note  the  trend  in  interest  and  business  judgment 
as  exhibited  at  the  meetings: 


no  reserve  fund  (and  nothing  reserved  to  pay  dividends).  The  same  procedure  was 
followed  for  the  37th  and  38th  quarters.  For  the  40th  quarter  the  method  was  re- 
versed, the  profit  and  loss  statement  exactly  balancing  with  no  profits  or  losses, 
while  a  6  per  cent  dividend  of  $941.07  (and  $26.40  of  undivided  savings)  were  lia- 
bilities on  the  balance  sheet.  Manager  Smith  stated  that  a  certified  public  account- 
ant was  too  expensive  for  the  society. 

1  Robert  McKechan  wrote  John  H.  Walker,  February  3,  192 1:  "There  are  (on 
the  board  of  directors)  a  half-dozen  really  smart  dullheads  who  ran  the  manager 
almost  ragged,  forcing  him  to  reduce  stock  and  sell  goods  at  under-cost.  Then  there 
is  a  loss  and  the  manager  has  to  shoulder  the  blame."  William  Orr  and  Manager 
Smith  added  that  the  board  of  directors  attempted  to  control  the  purchases  of  the 
society  while  not  in  close  touch  with  merchandising.  Interviews,  August  13,  1923. 

2  Information  from  visit,  August  29,  1923. 

3  Formerly  the  Workmen's  Co-operative  Association. 
*  Most  of  the  group  were  socialists. 
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March  27,  1905:  Directors  purchased  $465   cash  register,   raising  the 
fixture  account  to  $829.75  when  the  merchandise  in- 
ventory was  only  $1,300. 
January  14,  1906:  Credit  to  be  given  at  discretion  of  manager.  (Previous 
$10  limit  abolished.) 
April  15,  1906:  Manager's  salary  reduced  from  $100  per  month  to  $40 

per  month  while  members  were  on  strike. 
May  13,  1906:  Nine  hour  day  for  the  store.  Tight  situation,  no  with- 
drawals being  allowed. 
July  8,  1906:  No  quorum  at  membership  meeting. 
September  n,  1906:  Eleven  hour  day  for  the  store. 

June  26,  1910:  Incorporation  authorized,  each  original  investor  of  $10 
being  given  $80  of  stock.  Annual  instead  of  quarterly 
meetings  of  stockholders. 
February  5,  191 2:  Joint  meeting  of  Illinois  co-operative  stores  suggested. 
1913:  First  time  that  members  did  not  donate  their  services 
in  taking  inventory. 
January  27,  1914:  Moved  to  study  the  idea  of  consolidating  with  other 
co-operatives. 
December,  191 5:  Absentee  member  asked  to  give  up  his  shares  at  par. 

191 5:  Semi-annual  stockholders'  meetings. 
August    8,  1916:  Directors  voted  salary  of  50  cents  per  meeting. 
October    1,  191 6:  Voted  to  go  on  a  cash  basis. 

October  28,  1916:  Voted  a  100  per  cent  stock  dividend.  Cash  basis  aban- 
doned. 
November  12, 1918:  Voted  to  invest  $500  in  the  Central  States  Co-operative 

Wholesale. 
February  11,  1919:  Voted  to  give  customers  $25  of  loan  capital  if  they  buy 
one  share  of  stock  at  $25.  Non- traders  would  receive 
$10  of  loan  capital  upon  purchasing  a  share. 
March  11,  1919:  Voted  to  invest  $50  in  the  National   Co-operative 

Association  (wholesale). 
January  8,  192 1 :  Taken  over  as  a  branch  of  the  Central  States  Co-opera- 
tive Wholesale,  most  members  receiving  from  $297.28 
to  $347.28  in  loan  capital  for  their  shares. 
July  7,  1923:  Re-incorporated  as  an  independent  store,   the  Glen 
Carbon  Co-operative  Society. 
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The  membership  and  financial  standing  of  the  organization  are  shown 
in  Table  IV.  Outstanding  factors  in  this  development  have  been  (i)  ag- 
gressive directors;  (2)  management  which  was  effective,  although  wasteful;1 
(3)  active  interest  in,  and  support  of,  federation;  (4)  steady  trade  resulting 
from  regular  employment  in  a  railroad-owned  mine.  The  store  is  now  con- 
tinuing under  the  management  of  Fred  Bachman  and,  after  twenty  years  of 
operation,  is  in  a  healthy  condition.2 

TABLE  IV 


Membership 


Sales 


Dividends 


Capitalf 


Reserve 


1904. 
1909. 
1914. 
1920. 
1923. 


91 

40 
40 

86 
125 


$18,000.00 

19,818.32 

31,228.81 

46 , 800 . 00 

t 


(Per  Cent) 
o 
o* 

4 
10 


>  904 . 00 
400 . 00 

4,000.00 
21,183.68! 

3,960.00 


;       444-55 

4,897.68 

12,002.24 


1919. 


*  Purchase  dividends  of  2  per  cent  were  maintained,  1910-12;  4  per  cent,  1912-18;  8  percent, 

t  Five  per  cent  was  paid  on  capital  from  191 1  to  1920. 
X  Sales  had  declined  to  $22,000  in  1922. 
§  Includes  reserve  fund. 

HERRICK3 

At  Herrick,4  a  small  farming  town  in  central  Illinois,  the  Farmers' 
Equity  Exchange  started  a  co-operative  store  in  1920.  Despite  falling  prices 
and  overextended  credit,  a  gain  of  $5,758.63  was  made  in  the  first  two  years 
of  operation.  A  large  non-member  trade,5  high  capitalization,  and  low  costs 
have  contributed  to  its  financial  success.6  The  accounts  have  been  audited 
annually  by  certified  public  accountants  at  a  cost  of  $150.  No  cash  register 
is  used,  bookkeeping  being  done  by  a  girl.  The  manager,  an  old  man,  tends 

1  The  society  overstocked  from  the  beginning,  in  many  cases  purchasing  goods 
that  would  not  sell  for  years.  By  1920  nearly  a  $30,000  stock  had  accumulated. 
The  Central  States  Co-operative  Wholesale  Society  in  192 1  distributed  a  large 
portion  of  the  stock  to  other  stores. 

2  A  weakness  of  the  society  has  been  inefficient  local  auditing.  This  arrange- 
ment is  still  in  effect. 

J  Information  from  visit,  September  15,  1923. 

4  Population  (1920),  601. 

s  Seventy-five  per  cent  of  total  trade  of  $77,000  per  year. 

6  Overhead  expense,  1922,  was  6.5  per  cent 
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the  store.  A  sizeable  surplus  has  been  accumulated  and  the  store  has  good 
future  prospects,  there  being  but  little  competition. 

HERRIN  (UNION  SUPPLY  ASSOCIATION)1 

Herrin,2  the  "most  highly  unionized  city  in  America,"  has  been  the  home 
of  a  number  of  miners'  co-operatives.  On  January  1,  191 5,  the  Workmen's 
Protective  Association  began  business,  46  members  subscribing  for  $1,000 
of  capital  stock  to  buy  out  a  store  at  a  bankrupt  sale.3  By  the  end  of  that 
year,  104  had  joined  and  purchase  dividends  of  10  per  cent  were  paid.  In  the 
second  year  8  per  cent  was  paid  on  purchases,  only  $91.80  being  set  aside  for 
reserve.  September  29,  191 7,  found  sales  decreasing  and  a  loss  of  $445  on  the 
books.4  This  loss  mounted  to  $3,537.75  by  July  6,  191 8,  the  auditor  com- 
menting: "This  tells  the  old  story.  Bills  were  held  up  to  make  a  showing, 
and  in  spite  of  my  suggestions  ....  no  record  was  kept  of  such  indebted- 
ness, placing  the  society  in  a  very  serious  position.5  You  have  also  com- 
mitted gross  violations  of  your  by-laws  in  extending  credit  to  the  membership 
greatly  in  excess  of  investments,6  and  in  soliciting  credit  business  from  those 
not  intending  to  become  members."7  The  situation  was  hopeless  and  the 
store  was  being  closed  out  by  the  sheriff  when  the  Central  States  Co-opera- 
tive Wholesale  Society  stepped  into  the  situation  in  February,  1919,  open- 
ing the  Union  Supply  Association  of  Herrin  as  the  first  branch  of  the  Central 
States.8  The  early  history  of  this  experiment  was  one  of  great  success.  Later 
it  followed  the  same  course  as  other  Central  States  branches,9  for  apathy  and 
discontent  developed  during  1921  and  1922.  The  present  manager,  Charles 
Grace,  states:  "The  local  group  is  tired  of  outside  interference."10  A  resolu- 
tion was  passed  on  November  5, 1922 :  "We  will  continue  the  Herrin  store  so 
long  as  there  is  no  further  financial  assistance  asked  of  the  local  unions  who 

1  Information  from  visit,  September  23,  1923. 

2  Population,  10,986  (1920). 

3  At  first  stockholders  only  were  allowed  to  trade,  very  soon  ministers  were 
added  to  the  list,  and  in  1916  it  was  opened  "to  all  persons  fair  to  organized  labor." 

4  Membership  was  576  at  this  time. 

s  Bills  payable  amounted  to  $4,247.85  and  notes  payable  to  $2,681.  The  share 
capital  was  $2,363.92. 

6  The  by-laws  limited  credit  to  three-fifths  of  share  capital. 

7  Report  of  W.  C.  Sharpe,  auditor,  July  29,  1918. 

8  For  detailed  description  see  p.  52.  9  See  p.  60. 
10  Statement  of  Charles  Grace,  September  23,  1923. 
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have  furnished  the  capital  and  suffered  tremendous  losses  through  the  poor 
management  of  the  wholesale  house  in  East  St.  Louis."1  The  difficulties  in 
management  have  not,  however,  been  entirely  with  the  wholesale  house. 
Seven  managers  have  been  at  Herrin  since  191 5  and  their  records  have  been, 
on  the  whole,  very  unfavorable.  With  more  than  a  hundred  competitors 
(including  chain  stores),  with  union  support  slackened,  and  with  a  doubtful 
location,  the  immediate  prospects  do  not  appear  bright.  The  store  manager 
has  the  confidence  of  unionists,  but  the  condition  of  the  store  does  not  reflect 
efficient  management.2 

HERRIN  (LOMBARD  SOCIETY)3 

The  Lombard  Society  Store  of  Herrin  is  one  of  the  pioneer  co-operatives 
of  the  state,  having  been  established  in  1901  by  a  group  of  Italians  from 
Lombardy,  Italy.  The  store  is  the  outgrowth  of  a  benefit  insurance  organ- 
ization which  in  that  year  invested  its  small  reserve  fund  to  open  the  co- 
operative. Members  paid  an  initiation  fee  of  $3  to  join,  with  an  additional 
25  cents  per  month  to  continue  for  three  years,  when  their  shares  would  be 
fully  paid.  Recently,  shares  have  been  issued  at  $60  each,  no  member  being 
allowed  to  hold  more  than  one.  Membership  is  still  strictly  limited  to  Lom- 
bards. The  success  with  which  the  enterprise  has  met  is  well  seen  by  a  com- 
parison of  the  early  sales  with  those  of  recent  years.  In  1901,  the  sales  were 
$6,000,  while  in  1922  this  total  reached  $240,000.  Throughout  its  history 
the  Rochdale  system  has  been  followed  in  distributing  earnings.  No  inter- 
est is  paid  on  capital  and  the  following  purchase  dividends  have  been  dis- 
tributed: 

1901-09 6  per  cent  1913-21 10  per  cent 

1910-13 9  per  cent  1921-22 20  per  cent 

Liberal  reserves  were  accumulated  during  the  early  years  which  not  only 
put  the  society  in  a  sounder  condition,  but  also  permitted  the  dividend  rate 
on  purchases  to  reach  the  highest  point  of  any  co-operative  in  Illinois  at 
the  present  time.  The  resources  of  the  society  total  $167,000.  Non-members 
are  given  5  per  cent  purchase  dividends,  which  so  stimulates  non-member 
trade  that  one-half  of  the  business  is  done  with  non-members.  Membership 

1  Resolution  of  Store  Committee,  November  5,  1922. 

2  The  store  is  still  a  branch  of  the  Central  States  Co-operative  Wholesale  So- 
ciety, while  a  local  committee  is  working  to  secure  a  hundred  members  who  will  con- 
tribute $50  each  to  the  stock  of  the  new  organization. 

3  Information  from  visit,  September  23,  1923. 
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has  now  reached  400,  a  gradual  increase  having  taken  place  since  the  store 
started  with  75  members. 

A  considerable  portion  of  the  success  lies  in  the  active  interest  of  the 
board  of  directors.  Each  night  one  director  is  delegated  to  check  the  daily 
cash  with  the  manager,  while  the  full  board  does  the  auditing  for  the  organ- 
ization. Officers  meet  once  a  month,  two  days  before  the  monthly  directors' 
meeting,  in  order  to  shape  up  the  matters  to  come  before  the  board.  Another 
factor  which  has  brought  the  Lombard  organization  to  the  front  is  the  early 
start  obtained.  The  society  located  in  Herrin  when  the  city  was  a  town  of 
460  population.  The  reputation  it  has  secured,  coupled  with  the  increase  in 
the  value  of  its  property,  places  it  today  in  an  enviable  financial  position 
among  co-operatives. 

HILLSBORO1 

The  Sehram  City  Co-operative  Society,2  located  in  a  mining  camp 
adjacent  to  Hillsboro,  has  maintained  an  excellent  record  during  its  ten 
years  of  operation.  At  the  start  in  1914,  117  members  had  invested  $1,500. 
Membership  has  since  decreased  to  85,  but  a  fair  record  of  purchase  dividends 
has  been  maintained  and  a  reserve  of  $3,873.19  was  accumulated  at  the  end 
of  1 92 2.3  At  first,  conservative  officers  left  out  $400  of  the  inventory  each 
quarter  in  order  to  cover  up  earnings  from  overgreedy  members.  After  these 
officers  moved  to  another  town,  a  complete  inventory  was  taken,  which  re- 
sulted in  a  number  of  10  per  cent  purchase  dividends.  Later  the  former 
officers  returned  and  the  rate  was  cut  to  5  per  cent,  where  it  will  remain  until 
the  society  has  purchased  its  building.4  Directors  are  active,  meeting  weekly. 
Social  affairs  are  run  in  conjunction  with  quarterly  meetings,  non-members 
being  invited  to  participate.  The  society  has  had  in  all  seven  managers  since 
its  beginning,  who  have  been  on  the  whole  efficient.  The  store  is  poorly 
arranged  but  fairly  well  kept.  The  chief  limitation  is  irregular  work. 

HOOKDALE5 
The  Hookdale  Equity  Exchange6  is  primarily  a  farmers'  elevator,  with 
a  slovenly  grocery  run  in  connection.  The  manager,  G.  F.  Becker,  states 

1  Information  from  visit,  August  22,  1923. 

2  Population  of  Hillsboro  section,  5,074  (1920). 

3  A  large  reason  for  the  decline  in  membership  was  the  migration  of  population 
due  to  repeated  shut-downs  and  strikes  at  the  mine. 

4  Non-members  are  paid  one-half  dividends,  or  3  per  cent  in  cash, 
s  Information  from  visit,  September  15,  1923. 

6  Population  of  Hookdale,  60  (1920). 
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about  15  per  cent  is  added  to  the  cost  of  groceries  so  that  no  direct  loss  will 
be  incurred.1  The  business  has  paid  only  one  dividend  of  2\  per  cent  on  pur- 
chases since  the  beginning  in  1920.  The  situation  is  unpromising. 

JOHNSTON  CITY2 
The  Johnston  City3  Co-operative  Association  dates  from  1915,  when  it 
was  established  by  thirteen  British  co-operators — thus  coming  to  be  known 
as  the  "Johnny  Bull  Store. "4  Consistent  gains  were  made  during  the  first 
year  of  operation.  Membership  advanced  to  94  in  1916  and  capital  to  $2,- 
020.39,  a  10  per  cent  purchase  dividend  being  paid.  Membership,  however, 
soon  began  to  fall  and  purchase  dividends  decreased  during  191 7, 1918,  and 
1919,  although  a  reserve  fund  was  built  up  which  reached  $1,524.35  on 
January  20,  1920.5  John  R.  Schaefer,  secretary  of  the  Central  States  Co- 
operative Wholesale  Society,  convinced  the  group  that  more  was  to  be  gained 
by  becoming  an  American  Rochdale  Plan  store,  and  in  1920  the  Central 
States  organization  took  control.6  The  board  of  directors  has  remained  ac- 
tive. With  the  recent  change  of  policy  of  the  Central  States  Co-operative 
Wholesale,  an  attempt  is  being  made  to  secure  500  members  to  take  over 
the  store,  which  is  well  located,  neatly  kept,  and  not  subject  to  chain  store 
competition.  "Leaders"  are  used  extensively.  Nobel  Bell7  has  been  manager 
since  1918,  continuing  in  that  position  despite  considerable  criticism  as  to 
his  integrity  which  has  arisen  from  time  to  time.8 

KINCAID9 

The  Kincaid  Co-operative  Society10  (started  in  1918)  is  an  outgrowth  of 
the  southward  migration  of  Italian  miners  from  the  poorer  coal  veins  of 

1  The  labor  cost  is  low,  as  no  extra  help  is  needed  to  handle  the  grocery  business. 

2  Information  from  visit,  September  23,  1923. 

3  Population  of  Johnston  City,  7,137  (1920). 

4  Two  co-operatives  had  previously  failed  in  Johnston  City,  one  started  by  the 
teamsters  and  one  by  the  miners. 

s  The  society  was  running  on  a  very  narrow  margin  at  that  time,  accounts  pay- 
able totaling  $5,434.16,  while  the  share  capital  had  been  reduced  to  $1,690.67. 

6  A  cash  policy,  adopted  at  this  time,  has  since  prevailed. 

7  Mr.  Bell's  bond  is  now  set  at  $15,000. 

8  On  January  1,  1924,  Mr.  Bell  resigned,  George  Anheuser  of  Mascoutah  being 
his  successor. 

9  Information  from  visit,  August  23,  1923. 

10  Population  of  Kincaid,  1,453  (1920). 
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northern  Illinois.1  Under  the  management  of  Matthew  Vitton,  the  society 
has  met  with  considerable  success.  Starting  with  75  members,  who  invested 
$5,000,  it  doubled  both  membership  and  investment  in  a  year.  Purchase 
dividends  of  5  per  cent  were  maintained  until  the  store  was  taken  over  as  a 
branch  of  the  Central  States  Co-operative  Wholesale  in  August,  1921.2  The 
store,  which  is  neat  and  well-equipped,  was  bought  back  by  the  local  group 
in  September,  1923,  and,  with  more  than  100  members,  has  good  prospects 
for  the  future  despite  the  competition  of  twenty  private  stores  in  Kincaid.3 

KINMUNDY4 

Kinmundy5  has  in  the  Farmers'  Co-operative  Mercantile  Company  a 
financially  successful  farmers'  store,  managed  since  the  beginning  by  J.  F. 
Helm,  a  steady,  reliable  man.6  Six  per  cent  has  regularly  been  paid  on  stock, 
purchase  dividends  have  averaged  4^  per  cent  since  the  start  in  1919,  the 
store  is  well  kept,  and  the  75  members  take  considerable  interest  in  the  organ- 
ization. Retail  competition,  however,  is  keen. 

LADD7 

The  Ladd  Co-operative  Society,  an  Italian  store,  located  in  a  mining 
town  of  northern  Illinois,8  is  today  in  a  very  weak  condition.  Started  in 
August,  191 8,  with  120  members,  the  society  was  able  to  pay  an  8  per  cent 
purchase  dividend  at  the  end  of  the  first  year.  By  1920  it  had  a  reserve  fund 
of  $2,000.  In  1919,  a  branch  was  established  in  the  adjoining  town  of  Cherry. 
This  store  became  independent  in  1920.9  Because  of  a  large  stock  of  goods 
on  hand  at  the  start  of  the  depression,  losses  were  incurred.   Work  has  been 

1  Cedar  Point,  Illinois,  was  a  radiating  point  of  co-operative  interest  in  northern 
Illinois,  the  present  manager  formerly  being  in  charge  of  the  Cedar  Point  Society. 

2  Five  per  cent  was  also  paid  on  shares  until  192 1.  The  Central  States  Whole- 
sale allowed  members  trading  credit  to  the  amount  of  their  holdings  when  the  store 
was  taken  over.  The  local  organization  remained  as  before. 

3  Some  criticism  has  been  made  of  the  purchase  policies  of  the  Kincaid  manager. 
Such  defects  were  not,  however,  apparent  to  the  writer. 

4  Information  from  visit,  September  26,  1923. 
s  Population,  989  (1920). 

6  The  store  was  started  by  J.  C.  Lamborn,  former  president  of  the  Illinois 
Farmers'  Union,  who  lived  near  Kinmundy. 

7  Information  from  visit,  July  30,  1923. 

8  Population,  2,040  (1920).  *It  was,  however,  closed  in  1922. 
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irregular  in  the  district,1  factional  fights  have  developed  necessitating  legal 
action,2  and  members  are  inclined  to  give  up  the  store.  Recent  reports  have 
shown  profits  in  order  to  encourage  support,  but  unless  substantial  backing 
develops  the  enterprise  will  be  dissolved.3 

LIVINGSTON4 
The  Livingston  Co-operative  Society,5  started  in  September,  191 5,  by 
a  group  of  central  Illinois  miners,  was  very  nearly  wiped  out  during  its  first 
three  years  of  existence.  With  the  support  of  176  members  who  contributed 
$25  each,  the  society  prospered.  A  7  per  cent  purchase  dividend  was  paid 
the  first  year,  leaving  but  $24.37  m  reserve.  At  the  close  of  the  second  year, 
paying  the  same  dividend,  membership  reached  245,  while  the  reserve  fund 
was  $1,685.54.  In  the  summer  of  1918,  creditors  found  it  difficult  to  obtain 
prompt  payment  and  placed  their  claims  in  the  hands  of  the  Credit  Men's 
Association  of  St.  Louis.  This  group  took  control  of  the  co-operative  as 
trustee.6  It  was  then  revealed  that  $20,500  was  due  merchandise  creditors 
and  that  inventories  had  increased  to  $18,799.59  by  reckless  overpurchasing. 
Fixtures  had  been  carried  at  an  exaggerated  figure.7  A  loss  of  $2,241.79  ap- 
peared, instead  of  the  surplus  previously  shown  for  the  business.8  Seven 
thousand  dollars  was  raised  by  the  miners  and  the  store  resumed  operation.9 
Considerable  controversy  arose,  due  to  the  conflict  of  nationality  groupings, 
anti-German  sentiment  reducing  the  trade  considerably.10  The  store  became 

1  The  mine  will  probably  be  abandoned  within  the  next  five  years. 

2  Twenty-five  members  tried  to  close  the  store  and  open  a  poolroom  and  saloon 
in  its  place.  A  fight  ensued  which  cost  the  society  $500  in  collecting  the  bills  which 
the  obstructionists  owed. 

3  The  society  has  been  able  to  hold  out  only  through  its  action  of  November, 
19 19  in  increasing  the  par  of  its  shares  from  $5  to  $20,  thus  making  the  reserve  no 
longer  available  for  distribution  in  dividends.  Losses  of  over  $2,700  have  since  been 
incurred. 

4  Information  from  visit,  August  20,  1923. 
s  Population  of  Livingston,  1,365  (1920). 

6  The  United  Mine  Workers'  auditors,  W.  C.  Sharpe  and  J.  R.  Schaefer,  were 
not  called  in  until  an  agreement  had  been  effected  with  the  Credit  Men's  Association, 
which  cost  the  society  $1,250  as  trustee's  fee. 

7  The  sum  of  $1,314.67  was  written  off  from  their  previous  value. 

8  Credit  had  also  been  overextended  and  shoes,  drygoods,  and  gentlemen's 
furnishings  had  been  sold  below  cost. 

9  Auditors  Sharpe  and  Schaefer  were  instrumental  in  obtaining  a  settlement. 

10  Germans  and  Austrians  formed  at  that  time  the  largest  group.  The  Slavs  are 
today  in  control. 
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a  Central  States  Wholesale  branch  in  1920  and  tne  local  group  soon  lost 
interest  in  its  operation.  The  manager,  John  Augustine,  Jr.,  opposed  the 
policies  of  the  Central  States  Wholesale  and  refused  at  all  times  to  comply 
with  orders  as  to  price  fixation  by  the  wholesale.  In  considerable  measure  he 
did  his  own  purchasing,  running  two  bank  accounts  in  order  to  cover  up 
this  action.  "Leaders"  and  advertising  were  used,  and  credit  was  freely 
given.  The  manager  acted  neither  on  the  order  of  a  local  committee  (which 
was  inactive)  nor  on  the  orders  of  the  wholesale.  The  society  became  inde- 
pendent on  March  20,  1923,  the  manager  closing  his  contract  with  the  Cen- 
tral States  Co-operative  Wholesale  Society  by  attempting  to  conceal  all 
possible  goods  to  make  a  good  showing.1  That  he  was  successful  in  this  en- 
deavor is  seen  from  the  first  quarterly  statement  under  independent  man- 
agement, in  which  a  net  profit  on  sales  of  36  per  cent  is  shown.2  The  store 
is  well  kept  and  has  good  displays  and  modern  equipment.  Sales  have  been 
steadily  increasing  and  overhead  expense  is  low.  The  society  still  remains 
under  the  Central  States  Wholesale  accounting  control  so  that  the  manager 
will  be  well  checked.  Prospects  for  the  future  are  bright  if  the  management 
problem  is  solved. 

MARION3 

Marion*  owes  its  co-operative  store  to  the  Central  States  Co-operative 
Wholesale,  for  early  in  191 9  Fred  Liddell,  a  manager  of  the  wholesale,  se- 
cured enough  support  from  local  miners'  unions  to  put  in  a  small  stock  of 
goods,  the  Union  Supply  Company  being  organized  on  the  American  Roch- 
dale Plan.s  N.  R.  Shreve  has  been  manager  for  the  last  five  years,  the  store 
meeting  with  moderate  success  during  the  period  despite  the  competition  of 
100  groceries  (including  chain  stores).  Much  credit  is  due  to  Mr.  Shreve, 
who  is  a  steady  (though  not  aggressive)  manager.6  In  the  early  days  of  the 
society,  support  was  divided.  Three  of  the  eight  local  unions  at  Marion  fa- 

1  Peter  Moerth  of  the  Union  Supply  and  Fuel  Company,  Staunton,  states  that 
the  Livingston  manager  had  goods  in  the  Staunton  co-operative's  warehouse  which 
belonged  to  the  Central  States  Co-operative  Wholesale  Society.  These  Mr.  Augus- 
tine attempted  to  withdraw  without  making  settlement  with  the  wholesale  house. 
Interview,  August  20,  1923. 

2  Sales  from  March  21,  1923,  to  June  30,  1923,  were  $24,011.05.  The  net  profit 
for  the  period  was  $8,561.48.  (Audit  of  the  Central  States  Co-operative  Wholesale 
Society,  June  30,  1923.) 

3  Information  from  visit,  September  23,  1923. 

4  Population  of  Marion,  9,582  (1920).  s  See  p.  51. 

6  The  store  committee  of  15  members — three  from  each  subscribing  local  union 
— was  not  of  real  help  to  the  management. 
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vored  the  establishment  of  a  rival  co-operative  store.1  Steps  are  being  taken 
to  turn  the  store  into  an  independent  co-operative  and,  as  unionists  have 
confidence  in  the  manager,  it  is  likely  that  such  a  step  will  meet  with  success. 

MARK2 

The  Mark  Co-operative  Society,  organized  in  191 7,  is  almost  the  sole 
survivor  of  the  Italian  co-operatives  in  the  LaSalle  mining  district  of  north- 
ern Illinois.3  The  first  manager  was  dishonest,  paying  unearned  dividends  to 
make  a  good  showing.  A  factional  fight  in  192 1,  coupled  with  discourage- 
ment, cut  the  membership  in  half.-*  The  par  value  of  the  shares  was  raised, 
members  contributing  $25  each  to  tide  over  the  difficulties.  The  result  was 
that  in  1922  it  was  possible  to  declare  a  10  per  cent  purchase  dividend  and, 
at  the  close  of  1923,  the  undivided  profits  figure  is  more  than  the  capital 
stock.5  Membership  is  increasing  and  prospects  are  fair — slack  work  being  a 
limiting  factor.6 

MARYVILLE7 

The  Maryville  Co-operative  Society,8  an  Italian  miners'  co-operative, 
has  had  a  very  successful  history  since  its  start  in  June,  191 6.  With  only 
two  managers  during  the  period,  1916-23,  and  with  the  loyal  support  of  125 
members,  sales  have  steadily  increased,  allowing  the  society  to  pay  a  high 
rate  of  purchase  dividends.9  Yielding  in  the  fall  of  1920  to  the  sentiment  to- 

1  Local  Union  11 17  at  one  time  had  a  rival  co-operative  store  in  Moose  Hall, 
Marion,  which  received  also  the  backing  of  Local  Union  2710.  (Letter  of  Benjamin 
Hoy  to  Robert  McKechan,  January  18,  1920.) 

2  Information  from  visit,  July  30,  1923. 

3  The  Ladd  Co-operative  Society  was  still  in  existence  in  the  summer  of  1923, 
but  was  in  a  very  weak  condition. 

4  At  the  end  of  1920  membership  was  185,  which  dropped  to  75  in  1922.  Loyal 
members  state  that  business  competitors  of  the  society  were  responsible  for  the 
controversy. 

s  The  undivided  profits  in  December,  1923,  were  $5,599.97.  Outstanding  capital 
stock  was  $4,850. 

6  Officials  of  the  society  object  to  a  ruling  which  allows  immediate  withdrawals, 
believing  that  future  difficulty  may  be  encountered. 

7  Information  from  visit,  August  17,  1923. 

8  Population  of  Maryville,  836  (1920). 

» Purchase  dividends:  1917 — 10  per  cent;  1918 — 9  per  cent;  1919 — 7§  per  cent; 
192 1 — Under  American  Rochdale  Plan;  July,  1922-July,  1923— 6\  per  cent. 
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ward  consolidation,  the  society  agreed  to  become  a  branch  of  the  Central 
States  Co-operative  Wholesale,  the  latter  guaranteeing  4  per  cent  on  capital, 
allowing  withdrawal  by  members  on  ten  days  notice,  and  giving  the  Mary- 
ville  society  the  privilege  of  withdrawal  on  three  months  notice.1  This  ar- 
rangement lasted  from  January  1,  1921,  to  July  1,  1922,  when  the  with- 
drawal privilege  was  exercised,  and  the  society  continues  as  an  independent 
Rochdale  store.2  Purchase  dividends  were  5  per  cent  in  January,  1923,  and 
8  per  cent  in  July,  1923,  while  the  reserve  fund  has  reached  $7,692.61.  The 
store  is  crowded  with  goods  of  all  descriptions,  trade  is  active,  and,  with 
little  competition,  the  future  promises  well. 

MASCOUTAH3 

George  Anheuser,  manager  of  the  Producers'  and  Consumers'  Co-opera- 
tive Association  at  Mascoutah,*  was  largely  responsible  for  the  first  develop- 
ment of  the  movement  in  that  place.5  As  a  result  of  his  efforts,  a  store  was 
opened  in  December,  191 8,  with  19  members,  this  number  reaching  165  in 

1919.  Their  investment  was  $4,083.34.  Dividends  on  purchases  for  1919 
were  6  J  per  cent,  a  reserve  of  $142.81  being  accumulated.   On  February  23, 

1920,  an  amalgamation  was  concluded  with  the  Farmers'  Union  Exchange  of 
Mascoutah,  a  miner  stating  that  "the  miners  had  the  brains,  the  farmers  the 
money,  so  we  joined  together."6  Membership  rose  to  450  and  invested  capi- 
tal to  $21,291.04  by  July,  1920.  The  dividend  on  purchases  was  io|  per 
cent  for  the  year  1920.  Robert  McKechan,  manager  of  the  Central  States 
Wholesale,  was  anxious  to  secure  the  Mascoutah  society  as  a  branch  and, 

1  Letter  of  Robert  McKechan  to  the  Maryville  Co-operative  Society,  October 
13,  1920. 

2  The  withdrawal  privilege  was  apparently  extended,  allowing  the  Maryville 
society  to  withdraw  a  few  days  before  the  appointment  of  a  receiver  for  the  whole- 
sale. The  reason  for  withdrawal  was  the  questioning  of  the  wholesale  management 
and  the  failure  at  Maryville  of  the  cash  system  of  the  Central  States  Co-operative 
Wholesale  Society. 

3  Information  from  visit,  September  22,  1923. 

4  Mr.  Anheuser  states  that  in  19 15  he  picked  up  a  Co-operative  League  circular 
which  had  been  used  for  packing  a  box.  This  induced  him  to  read  on  co-operation. 
He  fostered  the  movement  in  order  to  secure  the  position  as  manager  and  to  reduce 
the  cost  of  living  for  workers.  He  did  not  wish  to  continue  the  hard  mine  work  and 
thought  of  the  manager's  position  as  easy. 

5  Population,  2,343  (1920). 

6  Control  was  issued  in  12  directors — six  farmers,  six  city  residents  (art.  12, 
by-laws). 
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at  the  close  of  1920,  an  unbusinesslike  agreement  was  verbally  arrived  at, 
which  turned  the  assets  over  to  the  Central  States  Co-operative  Wholesale 
Society,  but  made  no  disposition  of  $13,000  which  had  been  loaned  to  the 
Mascoutah  society  by  members.  Manager  Anheuser  was  opposed  to  the  con- 
solidation and  became  immediately  an  obstructionist  to  the  plans  of  the 
Central  States  management.  Not  only  did  he  protest  vigorously  against  the 
accounting  system  of  the  Central  States  Wholesale,  but  he  also  bought  a 
considerable  portion  of  his  goods  from  outside  wholesalers  and  refused  to 
remit  cash  balances  to  the  wholesale.  The  issue  came  to  a  head  in  January, 
1922,  when  a  local  committee  went  to  the  wholesale  house  and  charged  in- 
efficient management  of  the  wholesale  and  inaccurate  accounting.  Renewed 
pressure  on  Secretary  Schaefer  of  the  wholesale  brought  an  investigation 
which  resulted  in  the  discovery  that  the  Central  States  organization  was  in 
a  critical  condition.  In  December,  1923,  the  store  was  turned  back  to  the 
local  group.  A  committee  was  appointed  to  compromise  the  differences  with 
the  Central  States  Wholesale  over  the  reimbursement  of  the  note  hold- 
ers. The  store  is  heavily  stocked,  but  with  strong  local  sentiment  behind  the 
enterprise  it  has  good  future  prospects.  At  the  close  of  1923  Mr.  Anheuser 
resigned  his  position  as  manager  to  take  charge  of  the  Johnston  City  society. 

MATHERVILLE1 

Matherville,  an  isolated  mining  town  in  northern  Illinois,2  has  many 
conditions  which  are  unfavorable  for  the  operation  of  a  co-operative  store,3 
but  with  a  keen  and  aggressive  manager  the  Matherville  Co-operative  So- 
ciety has  possibilities  for  development.  The  store  was  formed  in  1920  as  a 
branch  of  the  Central  States  Co-operative  Wholesale,  the  most  distant  of 
all  branches.4  Despite  strikes  and  depression,  sales  are  much  above  the  1920 
level  and  interest  is  reviving.5  The  store  became  independent  of  the  Central 

1  Information  from  visit,  August  4,  1923. 

2  Located  on  a  railroad  which  has  been  on  the  verge  of  bankruptcy.  Population 
of  the  town,  886  (1920). 

3  For  example,  a  mixture  of  nationalities,  irregular  work,  and  bitter  competition. 

4  The  initiative  in  starting  the  store  was  taken  by  Mr.  Jackson,  who  received 
the  advice  of  John  H.  Walker.  A  branch  was  opened  in  the  neighboring  town  of 
Aledo  in  June,  1920,  but  has  since  been  closed. 

s  Forty- two  members  had  been  secured  by  the  first  of  August,  1923,  each  sub- 
scribing $25  in  the  new  organization.  Membership  is  expected  to  reach  75  by  the 
end  of  1923,  although  the  losses  of  the  157  who  invested  under  the  American  Roch- 
dale plan  are  a  considerable  damper. 
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States  Co-operative  Wholesale  Society  on  July  23,  1923.  Although  lightly 
stocked,  it  presents  a  very  favorable  appearance.1  Plans  are  under  way  for 
co-operative  education  courses  with  lectures  on  store  management  and  eco- 
nomic problems.  A  special  effort  will  be  made  to  secure  the  interest  of  farm 
ers  as  the  local  mines  will  run  out  within  ten  years. 

MOMENCE2 

Momence,3  an  "open  shop"  town,  fifty  miles  south  of  Chicago,  had  its 
first  co-operative  experience  in  the  opening  of  the  Momence  Co-operative 
Society  in  May,  191 9.  A  number  of  railway  workers  had  taken  to  heart  the 
alleged  statement  of  a  town  merchant  that:  "If  the  war  had  lasted  another 
year,  he  would  have  had  another  farm."  With  the  example  of  the  Villa 
Grove  Co-operative  Society  before  them,  one  hundred  and  twenty  members 
subscribed  $50  each  to  start  the  store.  No  interest  has  been  given  on  shares, 
but  6  per  cent  purchase  dividends  have  been  paid  regularly.  The  accounting 
system  used  is  one  of  the  best  in  the  state  and  the  store  is  well  stocked  and 
neatly  arranged.  The  coal  business  was  entered  in  September,  1923,  when 
other  dealers  were  charging  $9.75  to  $10  per  ton.  Within  a  month,  the  co- 
operative sold  four  cars  of  coal  at  $8.25  to  $8.75  per  ton  and  will  refund  50 
cents  per  ton  in  addition  to  the  usual  purchase  dividend.  Weaknesses  are, 
however,  developing  in  the  society:  (1)  shares  are  freely  redeemable,  mem- 
bership consequently  dropping  from  120  to  88  as  railwaymen  leave  town; 
(2)  two  managers  have  left,  feeling  that  opportunity  was  better  outside — 
one  entering  the  retail  business  a  block  away;  (3)  sales  have  been  steadily 
falling;4  (4)  many  members  have  come  to  look  on  the  store  as  an  "invest- 
ment in  a  corporation,  and  are  not  co-operators"  (according  to  the  manager); 
(5)  a  severe  competitive  fight  which  has  ensued  with  thirteen  private  and 
chain  stores;5  (6)  membership  meetings  are  poorly  attended.  The  society 
has,  however,  a  reserve  fund  of  $2,553.04  and,  in  addition,  has  been  over- 
liberal  in  writing  off  depreciation  on  fixtures.  The  future  prospects  are  in 
doubt,  although  the  strength  of  the  organization  should  not  be  underrated. 

1  A  slaughter-house  and  meat  market  are  run  in  connection  with  the  store. 

2  Information  from  visit,  September  26,  1923. 

3  Population,  2,218  (1920). 

4  $84,674.69  in  1920;  $38,507.67  in  the  first  nine  months  of  1923.  (Allowance 
should  be  made  for  the  fall  in  prices,  but  even  considering  this,  a  decrease  is  shown.) 

s  Severe  competition  causes  the  society  to  remain  open  from  7 :  00  a.m.  to  6 :  00 
p.m.  on  week  days  and  from  7:00  a.m.  to  10:00  A.M.  on  Sundays. 
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MOUNT  OLIVE1 
The  Mount  Olive  Co-operative  Society,2  which  was  formed  in  March, 
191 5,  is  today  in  a  sound  condition^  The  main  points  in  its  history  are  (1) 
profitable  operation  during  the  first  year;*  (2)  the  incurring  of  losses  during 
191 7  and  191 8  which  threatened  to  wipe  out  the  organization^  (3)  the  intro- 
duction of  Eagle  Stamps6  in  1919,  which  brought  sufficient  non-member  sup- 
port (and  cash  trade  from  members)  to  allow  the  discounting  of  bills  and 
renewed  growth;  (4)  steady  expansion  since  that  time.7  Officers  are  deeply 
interested  in  the  affairs  of  the  society,  fostering  a  co-operative  spirit.  A  meat 
market  was  opened  in  February,  1923.  The  society  now  occupies  a  double 
store,  the  front  of  which  is  very  uninviting.  The  stock,  however,  is  well  ar- 
ranged and  the  store  clean.  Educational  work  is  favored  and  a  fund  has  been 
accumulated  for  that  purpose.8  Women  are  loyal  supporters.  A  cash-and- 
carry  branch  was  contemplated  for  a  time,  but  was  discouraged  by  the  man- 
ager, who  soon  resigned  to  open  a  competing  cash  store  for  himself.  He  soon 
failed.  Irregular  work  at  the  mines  hampers  expansion.  The  strength  of  local 
sentiment  is  indicated  by  the  forced  resignation  of  a  treasurer  who  was  found 
guilty  of  purchasing  from  Sears  Roebuck  and  Company. 

NEW  WINDSOR9 

The  New  Windsor  Co-operative  Company,10  a  farmers'  co-operative  in 
northern  Illinois,  although  recently  started  and  well  capitalized,  is  rapidly 
heading  toward  failure.  It  was  promoted  by  a  group  of  outsiders11  who  sold 

1  Information  from  visit,  September  21,  1923. 

2  Population  of  Mount  Olive,  3,503  (1920). 

3  The  store  was  started  through  the  influence  of  John  H.  Walker  and  Duncan 
McDonald. 

4  The  sum  of  $259.91  was  earned  the  first  year. 

sThe  sum  of  $53.26  was  lost  in  1917,  thirteen  members  withdrawing.  Due  to 
further  losses,  no  statement  was  issued  in  1918.  Thirty-nine  had  withdrawn  by  1919. 

6  Giving  a  purchaser  the  right  to  2  per  cent  discount  in  cash  or  2\  per  cent  in 
groceries. 

7  Earnings,  during  1919,  were  $1,884.87;  during  1920,  $2,474.72;  during  1921, 
$1,808.45;  and  during  1922,  $1,588.22. 

8  The  education  fund  reached  $114.35  m  July>  I923« 

9  Information  from  visit,  August  5,  1923. 

10  Population,  475  (1920). 

11  The  Co-operative  Service  Corporation  of  Minneapolis. 
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shares  (at  $100  each)  to  one  hundred  farmers.  The  total  amount  subscribed 
was  $18,300.  High  dividends  on  purchases  were  promised  which  would  pay 
off  subscription  balances  and  give  large  returns  in  addition.  The  society  has 
not  lived  up  to  expectations.  The  stock  and  fixtures  of  Peterson  and  John- 
son, retail  grocers,  were  bought  at  exorbitant  prices,  burdening  the  organ- 
ization from  the  start.1  Management  has  been  inefficient,  overhead  expense 
(excluding  interest)  rising  to  20.8  per  cent.2  Members  are  rapidly  becom- 
ing discouraged,  disagreement  is  setting  in,  and,  although  the  present  deficit 
is  not  large,  future  prospects  are  not  bright.3 

NOKOMIS4 

Nokomis,  a  mining  town  in  central  Illinois,5  has  not  been  a  fertile  ground 
for  co-operative  enterprise.  The  Nokomis  Co-operative  Society,  opened  in 
March,  191 7,  was  almost  from  the  first  a  losing  proposition.  As  early  as  the 
spring  of  191 8  the  society,  in  order  to  declare  a  dividend,  used  reserves  of 
$424.43  which  had  been  accumulated,  at  the  same  time  asking  for  a  loan 
from  the  District  Mine  Workers  to  tide  over  its  difficulties.6  The  record  from 
April,  1 91 8,  to  October,  191 9,  follows: 

April-August,  1 91 8 Loss  $    474.05         Sales $27,982.68 

August-October,  1 91 8 Gain    1,126.32         Sales 15,282.96 

October,  1 91 8- January,  1 91 9.  .Loss        390.08         Sales 17,267.15 

January-April,  1 919 Loss        349.71         Sales 11,394.57 

April-August,  1 91 9 Loss        257.95         Sales 17,222.12 

August-October,  1 91 9 Loss        602.08         Sales 10,903.78 

The  auditors  in  commenting  on  the  continued  losses  urged  that  (1)  prices 
were  too  low;  (2)  goods  were  not  checked  out  carefully;  (3)  delivery  and 
credit  costs  were  high;  (4)  green  trading  stamps  (introduced  in  1919  to 

1  Peterson  and  Johnson  paid  the  promoters  7  per  cent  commission  for  handling 
the  sale. 

2  The  manager  is  paid  $225  per  month.  One  of  the  clerks  (Miss  Frances  Nelson) 
speaks  of  him :  "He  is  a  good  manager  when  he  is  here,  but  he  is  at  home  a  good  share 
of  the  time.  He  will  take  no  responsibility  and  is  too  old  for  the  job." 

3  A  purchase  dividend  of  4  per  cent  was  paid  to  both  members  and  non-members 
in  1922  (for  a  half-year)  and  3!  per  cent  interest  paid  on  shares.  January- July,  1923, 
brought  a  deficit  of  $1,155  an(l  the  policy  of  allowing  non-members  dividends  has 
been  permanently  abandoned. 

4  Visited,  August  23,  1923.  s  Population,  3,465  (1920). 
6  Letter  of  J.  R.  Schaefer  to  W.  C.  Sharpe,  May  30,  1918. 
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stimulate  trade)  were  not  effective;1  (5)  withdrawals  were  draining  the  so- 
ciety of  funds.2  As  the  deficit  had  wiped  out  more  than  half  of  the  value  of 
the  shares  with  no  better  prospects  in  sight,3  the  society  was  turned  over  to 
the  Central  States  Co-operative  Wholesale  in  January,  1920.  Under  Central 
States  management,  deficits  continued.  The  local  committee  became  in- 
active and  severe  competition  set  in — local  merchants  combining  against 
the  "cut-price  store."  Managers  were  frequently  changed,  leaving  on  the 
whole,  an  unsatisfactory  record.  The  society  is  now  very  lightly  stocked/* 
but  appears  well.  The  present  manager  is  John  McQuiston,  the  son  of  a 
Central  States  auditor.  Support  is  now  turning  toward  co-operative  enter- 
prise, making  it  possible  that  an  independent  Rochdale  store  will  be  formed 
in  the  near  future. 

NORTH  CHICAGO5 

The  Waukegan-North  Chicago  Co-operative  Association  at  1039 
Prescott  Avenue,  North  Chicago,6  is  a  Slovenian  store  started  in  September, 
1920,  with  160  members.  A  women's  club7  was  largely  responsible  for  the 
enterprise.  The  members  have  steady  work,  own  their  homes,  and  pay 
bills  promptly.  Trade  has  increased  from  $50,000  for  the  year  1920  to  $51,- 
000  for  the  first  six  months  of  1923.  This  increase  is  the  more  interesting  in 
view  of  the  fact  that  no  purchase  dividends  have  been  paid.  The  interest  on 
shares  (4I  per  cent)  has  also  been  withheld  in  the  effort  to  secure  their  own 
building.  The  present  surplus  is  $4,300,  a  $2,500  lot  has  been  purchased,  and 
the  outlook  for  the  organization  is  bright.8  Membership  has  been  growing, 
reaching  250  in  September,  1923. 

1  The  society  paid  2  per  cent  of  sales  for  their  use. 

2  Free  withdrawal  at  par  was  allowed  when  shares  were  worth  45  per  cent  of 
par. 

3  One  of  the  directors  states  that  the  local  group  was  glad  to  unload  on  the 
Central  States,  as  factional  fighting,  especially  between  nationalities,  was  becoming 
difficult  to  handle.    Statement  of  Sam  Willis,  August  23,  1923. 

4  This  is  in  large  measure  due  to  the  co-operation  of  the  manager  in  remitting 
funds  to  the  central  office. 

s  Visited,  September  18,  1923. 

6  Population,  5,839  (1920). 

?Moske  Jedmekopravnost  No.  119,  S.N.FJ. 

8  The  society  has  a  2\  ton  truck  which  is  run  into  Chicago,  where  goods  are  pur- 
chased from  cash-and-carry  wholesalers.  An  additional  income  is  thus  secured,  the 
manager  states. 
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ODIN1 

The  Odin  Co-operative  Association,2  one  of  the  aggressive  leaders  of 
the  early  miners'  store  movement,  started  operation  on  August  15,  1914.3 
Today  it  is  still  operating,  but  remains  as  only  a  shell  of  the  early  organiza- 
tion. A  summary  of  the  operations  of  the  society  is  shown  in  Table  V.  The 
story  is  one  of  loose  management,  declining  interest  of  members,  depression 
losses  (especially  on  shoes),  and  overbuying.  It  is  necessary  to  allow  proxy 
voting  to  secure  a  quorum  of  14  at  the  semiannual  meetings;  the  manager  has 


TABLE  V 

Year 

Membership 

Share  Capital 

Sales 

Overhead 

Profit  or  Loss 

240 

* 

* 
* 
* 
* 

67 

$2,900.00 
3,849.02 
4,241.71 
3,740.00 
3,620.00 
3,480.00 
2 , 840 . OO 

* 

$l9,384t 
i9> 494 t 

41,328 
41,512 
26,266 
11,643! 

(Per  Cent) 

IO. O 

9.6 

9.1 

9-7 
11. 6 
14.0 
i5-i 

* 

1918 

$1,126.24! 
1,128.87! 
-        49.24 
2,204.87 
-2,768.47 
420.65! 

1920 

1922 

1923 

*  No  data  available, 
t  Figure  for  half-year. 

little  initiative,  wanting  someone  from  outside  to  come  in  "to  put  life  in  the 
society."  Competition  with  a  Kroger  chain  store  is  severe.  The  board  of 
directors  is  now  active,  but  no  bills  are  being  discounted  and  withdrawals 
have  sapped  the  life  of  the  society.  No  educational  work  is  undertaken.  The 
store  is  neatly  kept,  the  window  display  being  especially  attractive. 

PANAMA4 

To  understand  Panama5  is  to  have  in  mind  an  isolated  mining  camp  of 
a  cosmopolitan  character,  with  open  saloons,  and  frequent  factional  fights. 
The  resultant  checkered  history  of  Panama  co-operatives  was  summed  up 
laconically  by  the  present  manager  of  the  Union  Co-operative  Association: 
"The  first  store  made  money.  They  got  in  a  fight  and  quit.6  I  managed  the 

1  Visit,  September  25,  1923.  2  Population  of  Odin,  1,385  (1920). 

3  Fred  Reeder,  the  first  manager,  was  an  active  booster  of  the  co-operative 
movement.  A.  F.  Kile  of  Odin  was  at  one  time  on  the  board  of  directors  of  the 
Central  States  Co-operative  Wholesale  Society. 

4  Visited,  September  20,  1923.  s  Population.  1,281  (1920). 
6  The  Economic  Co-operative  Society,  1906-8. 
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second  store  successfully,  but  Elmer  Roth  took  it  over  and  it  went  to  the 
wall.1  The  third  store  was  an  Italian  affair,  which  sold  out  to  Bussone  when 
the  Central  States  organized  a  competing  store.2  They  wouldn't  sell  out  to 
the  Central  States.  The  Central  States  had  a  lot  of  poor  managers  in  the 
store.3  Don't  know  what  we'll  do  in  the  future.  The  local's  afraid  the  Central 
States  will  want  some  more  money."4  The  store  is  large,  disorderly,  well 
stocked,  with  an  overabundance  of  clerks.  With  a  high  overhead  expense 
(23.3  per  cent  in  December,  1922)  and  considerable  local  apathy  the  future 
prospects  are  not  bright.5 

PERCY6 

The  miners'  store  at  Percy7  is  a  product  of  the  Central  States  expansion, 
having  been  started  in  1920,  when  $4,100  was  subscribed  by  the  unions.  Dur- 
ing the  boom  period  of  the  Central  States,  a  good  business  was  done.  The 
trade  dwindled,  as  there  was  no  incentive  for  the  local  group  when  the  prices 
dropped.8  In  June,  1923,  unions  bought  back  the  store  and  the  work  of  or- 
ganizing a  co-operative  is  now  under  way.  A  difficult  factor  in  the  situation 
has  been  slack  work  in  the  mines.9 

PANA10 

Two  people  are  active  in  the  Pana  Co-operative  Society,  the  president 
and  the  manager.11  This  miners'  store,  which  was  started  in  December,  1917, 

1  The  Panama  Co-operative  Society,  1910-17. 

2  The  Economic  Co-operative  Society,  1917-20. 

3  The  first  Central  States  manager  stole  from  the  store,  but  as  his  bond  had  not 
been  approved,  a  loss  was  incurred.  J.  W.  Gibson  took  charge  and  additional  losses 
followed.  The  local  difficulties  were  often  carried  to  the  floor  of  Central  States  con- 
ventions. See  pp.  78-79- 

4  Statement  of  Lewis  Henderson,  Interview,  August  20,  1923. 

s  Members  of  the  local  unions  feel  that  private  stores  cared  better  for  their 
interests  during  the  192 1  strike. 

6  Visited,  September  22,  1923.  7  Population,  1,280  (1920). 

8  The  local  group  could  not  think  of  money  banked  to  the  credit  of  the  East 
St.  Louis  Wholesale  as  their  own. 

9  The  mine  has  recently  changed  hands,  coming  into  the  possession  of  a  company 
with  a  better  market.  Thus  the  situation  may  be  improved  in  the  future. 

10  Visited,  August  24,  1923. 

11  The  board  of  directors  meets  only  once  in  three  months  and  is  wholly  out  of 
touch  with  the  business.  Less  than  20  per  cent  of  the  102  members  attend  the  quar- 
terly meetings.  The  manager  asks  for,  and  takes,  almost  complete  control. 
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with  forty  members  and  capital  of  $1,615,  passed  through  two  years  of  con- 
tinuing losses  and  began  to  earn,  curiously,  with  the  approach  of  industrial 
depression.1  Purchase  dividends  for  the  three  years  since  October,  1920,  have 
averaged  4.5  per  cent,  and  a  $928.70  reserve  fund  has  been  accumulated.  The 
capital  is  now  $3,680.54.  The  store  is  well  kept,  the  manager  being  of  a 
"business  type."  Although  membership  and  trade  have  been  increasing,  the 
spirit  of  the  society  is  not  that  of  a  co-operative. 

PINCKNEYVILLE  (BEAUCOUP  STORE)2 
Along  a  country  road,  eight  miles  from  the  nearest  town,  the  Beau  coup 
Farmers'  Co-operative  Store  is  located.  This  store  is  equally  unique  in  the 
many  shifts  in  its  organization.  It  started  in  the  summer  of  191 9  as  a  Farm- 
ers' Union  enterprise,  becoming  in  1920  a  branch  of  the  Central  States  Co- 
operative Wholesale.  In  September,  1921,  it  withdrew  from  the  Central 
States  organization  and  became  a  member  of  the  Farmers'  Union  Exchange 
(the  farmers'  wholesale  at  East  St.  Louis).3  With  the  failure  of  the  Ex- 
change in  1922,  it  came  to  operate  as  an  independent  Rochdale  store.  No 
dividends  have  been  paid  by  the  store,  business  is  light,4  and,  although  pros- 
pects are  not  bright  for  a  startling  financial  success,5  the  store  is  a  distinct 
service  to  farmers  who  bring  their  cream  and  buy  their  goods  without  the 
long  run  over  doubtful  roads  into  Pinckneyville.  Expenses  are  low,  a  man 
and  his  wife  together  being  paid  $120  per  month  for  a  13!  hour  day  at  the 
store. 

PINCKNEYVILLE  (FARMERS'  STORE)6 

The  Farmers'  Co-operative  Store  of  Pinckneyville7  is  an  outgrowth  of 
the  Farmers'  Union,  opening  in  July,  1921,  when  210  members  invested 
$4,400.  Eight  per  cent  dividends  have  been  paid  on  stock,  but  nothing  as  yet 
on  purchases.  Under  the  first  manager  $2,000  was  earned,  but  more  recently 
business  and  earnings  have  fallen  off  considerably.  The  proprietor  of  the 
store,  whose  goods  the  society  bought,  has  now  taken  charge  of  the  co-op- 
erative and  exercises  almost  complete  control  over  its  affairs.  The  society 

1  The  sum  of  $212.65  was  lost  in  1918;  $141.57  in  1919.  The  year  1920  brought 
a  profit  of  $885.30;  1921  a  profit  of  $1,036.14;  and  1922  a  profit  of  $1,058.22. 

2  Visited,  September  24,  1923. 

3  Letter  of  Max  Nehring,  secretary,  to  Robert  McKechan,  September  11,  1920. 

4  About  $12,000  per  year. 

s  The  society  has  about  broken  even,  up  to  the  present  time. 

6  Visited,  September  24,  1923.  ?  Population,  2,649  (1920). 
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owes  him  $2,800  and  rents  his  poorly  located  building.  Competition  is  severe 
(especially  from  chain  stores),  local  interest  is  lacking,  and  it  is  possible  that 
the  store  will  pass  back  into  the  hands  of  its  former  owner. 

PITTSBURG1 
The  Pittsburg  Equity  Exchange,  located  just  outside  of  Vandalia,  pre- 
sents a  miserable  appearance.2  The  store  is  dirty,  with  shelves  crowded  and 
poorly  arranged.  Noisy  children  make  the  entrance-way  a  playground  and 
the  women  clerks  are  extremely  untidy.  The  store  has  paid  no  purchase 
dividends  and  only  one  interest  payment  of  3  per  cent  since  its  start  in 
September,  191 9.  A  deficit  of  $1,248.89  had  been  incurred  up  to  July,  1923. 
Aside  from  its  appearance,  reasons  for  this  showing  are  (1)  the  purchase  of 
the  initial  stock  at  inflated  prices;  (2)  a  succession  of  four  inefficient  man- 
agers; (3)  an  inactive  board  of  directors;  (4)  the  opening  up  of  a  "hard  road" 
from  Greenville  to  Vandalia,  allowing  farmers  to  purchase  in  cheaper  mark- 
ets; (5)  small  quantity  purchasing  by  the  manager.  Favorable  elements  in 
the  situation  are  the  auditing  of  the  society's  accounts  by  a  certified  public 
accountant,  and  a  membership  which  is  stated  still  to  be  loyal. 

PONTIAC3 

Soon  to  be  added  to  the  list  of  co-operative  failures  is  the  Illinois  Farm- 
ers' Co-operative  Association  of  Pontiac — at  the  present  time  the  most  highly 
capitalized  retail  co-operative  in  the  state.  The  manager  states:  "The  di- 
rectors indorsed  $60,000  of  notes  for  the  organization.  If  it  were  not  for  this 
fact,  the  society  would  be  out  of  business  now.  It  will  have  to  liquidate 
eventually. "4  Such  is  the  situation  today.  Behind  this  unfortunate  circum- 
stances is  a  story  of  the  vision  and  co-operative  idealism  of  a  farmer,  F.  E. 
Weaver  of  Eylar.  Weaver  awoke  to  the  idea  of  co-operation  in  1916,  telling 
farmers  of  his  dream  of  a  chain  of  co-operative  enterprises  doing  all  of  the 
business  of  the  country,  bringing  a  stable  market  for  farm  products,  economy, 
and  prosperity.  A  small  store  was  launched  at  Eylar  in  191 6,  with  a  capital 
of  $5,000,  but  Mr.  Weaver  was  dissatisfied  with  the  slow  growth  and  in  1918 
the  organization  was  recapitalized  at  $250,000.  A  store  was  opened  at  Pon- 
tiac, a  Chicago  stock  salesman  brought  in,  and  returns  came  quickly.  Mem- 

1  Visited,  September  15,  1923. 

2  Pittsburg  is  an  unpromising  town  of  about  fifty  people.  (Should  not  be  con- 
fused with  the  town  of  Pittsburg  in  southern  Illinois.) 

3  Information  from  visit,  September  9,  1923. 

4  Statement  of  Harve  Albin,  manager. 
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bership  rose  to  750,  who  contributed  $123,000  to  the  enterprise.  Otherbranch- 
es  were  placed  at  Saunemin,  Chatsworth,  and  Minonk.  Unfortunately,  Mr. 
Weaver's  managerial  control  was  not  commensurate  with  his  organizing 
ability.  Fixtures  were  overbought,  credit  was  overextended,  the  Chatsworth 
store  was  bought  at  a  price  $10,000  over  its  market  value,  and  purchasing 
was  left  in  the  hands  of  branch  managers,  who  overstocked.  No  auditing 
was  done  for  the  first  four  years  of  the  business  and  inventories  were  taken 
at  cost  price.1  A  paper  profit  was  shown  in  191 8  and  6  per  cent  interest  paid 
on  shares,  but  with  the  depression  coming  on  in  19202  and  with  the  elaborate 
promises  of  the  organizers  unfulfilled,  support  was  withdrawn,  bringing  a 
deficit  which  now  reaches  $95,300.  Mr.  Weaver  left  the  organization  in  No- 
vember, 1 91 9,  going  to  Bloomington,  where  he  formed  another  chain  of  co- 
operatives.3 When  these  failed  a  year  later  he  committed  suicide. 

QUINCY4 

The  Quincy  Co-operative  Society5  was  started  in  August,  1920,  by  a 
number  of  railwaymen.  Despite  price  declines,  3  per  cent  purchase  dividends 
have  been  maintained,  and,  by  July,  1923,  a  surplus  of  $1,176.68  had  been 
accumulated.6  The  shopmen's  strike,  unsuccessful  at  Quincy,  was  also  a 
deterrent  by  causing  many  members  to  leave  town.  With  fourteen  competing 
chain  stores,  the  private  retailers  and  the  co-operatives  have  joined  together 
in  advertising  and  purchasing.?  They  have  met  with  considerable  success  ac- 
cording to  the  co-operative  manager.  Half  of  the  sales  are  now  to  non- 
members,  members  failing  to  give  their  full  support.  The  clerks  are  non- 
union (except  the  butcher),  although  there  is  a  clerks'  union  in  town.  The 
future  is  hard  to  predict. 

RAMSEY8 

The  Ramsey  Co-operative  Store,  located  in  an  enterprising  farming  town 
of  central  Illinois,9  was  formed  in  March,  191 9,  through  the  efforts  of  the 
Farmers'  Equity  Exchange  of  Greenville.  The  first  year  brought  a  loss  of 
$4,000  through  depreciaton  of  inventories  and  poor  management.  The  year, 

1  When  the  market  price  sagged,  large  losses  were  thus  unnoted. 

2  Especially  large  losses  were  incurred  on  farm  implements. 

3  The  Corn  Belt  Co-operative  Association. 

4  Visited,  August  7,  1923.  s  Population,  35,978  (1920). 

6  Membership  is  223,  and  share  capital  $665. 

7  The  L.  C.  Mercantile  Company  is  the  buying  agent. 

8  Information  from  visit,  September  14,  1923.  »  Population,  772  (1920). 


368     CONSUMERS'  CO-OPERATIVE  MOVEMENT  IN  ILLINOIS 

1920-21,  added  $1,000  to  this  loss.  Management  was  twice  changed,  and 
1922  and  1923  have  shown  consistent  gains.1  An  incompetent  clerk  (who  was 
also  a  director)  was  discharged,  the  interest  of  clerks  was  stimulated,2  the 
store  was  cleaned  up,  and,  despite  severe  competition,  prospects  are  fair. 
The  manager  knows  little  of  accounting. 

RICHLAND3 

The  co-operative  store  at  Richland  (just  out  of  Springfield)  is  a  branch 
of  the  Richland  Co-operative  Elevator  Company  which  grew  up  in  opposi- 
tion to  the  price  policies  of  a  Richland  store  and  elevator.  In  its  four  years 
of  existence  it  has  aided  in  forcing  its  only  competitor  into  bankruptcy. 
Trade  is  falling  off,  due  to  the  opening  up  of  a  "hard  road"  into  Springfield 
and,  as  the  manager  states,  "Disloyalty  of  members  will  probably  make  the 
organization  dissolve.  The  farmers  don't  appreciate  the  advantage  of  the 
store  and  elevator." 

RIDGE  FARM4 

The  Ridge  Farm  Co-operative  Company5  was  started  in  1921  in  a  small 
farming  town,  south  of  Danville,  by  J.  A.  Kern,  who  aimed  to  sell  200  shares 
at  $10  each.  Only  $800  of  capital  stock  was,  however,  sold6  when  the  store 
started  under  the  management  and  presidency  of  the  organizer.  A  $1,400 
surplus  has  been  accumulated  in  the  three  years  of  operation,  80  per  cent  of 
sales  being  to  non-members.  Mr.  Kern  is  making  every  effort  to  buy  out  the 
other  stockholders  and,  as  he  puts  it, '  'It  is  likely  that  two  or  three  of  us  will 
take  over  the  store  at  the  end  of  the  year  (1923).  The  stockholders  don't 
seem  much  interested.  I  don't  want  to  carry  the  burden  much  longer." 
Books  are  not  audited.  Voting  is  on  shares  held.  The  store  presents  a  neat 
appearance. 

RIVERTON7 

The  Riverton  Co-operative  Society,8  a  miners'  store  near  Springfield,  is 
known  through  the  state  as  "the  store  that  Murray  built  up."  Indeed,  in 
the  first  two  years  after  its  start  in  October,  191 5,  the  store  was  most  un- 

1  The  deficit  was  reduced  to  $3,895.12  at  the  close  of  1922. 

2  Clerks  are  given  half -holidays  frequently  and  are  sold  goods  at  wholesale  cost. 

3  Visited,  August  10,  1923. 

4  Information  from  visit,  September  26,  1923. 
s  Population  of  Ridge  Farm,  851  (1920). 

6  Forty-one  members  were  secured. 

7  Visited,  August  9,  1923.  8  Riverton  had  a  population  of  1,916  in  1920. 
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promising.  The  significant  developments  of  this  early  period  were  (1)  the 
hiring  of  six  managers  in  rapid  succession  in  the  first  two  years;  (2)  the  in- 
activity of  the  board  of  directors — meeting  only  once  in  two  months;  (3)  the 
absence  of  complete  accounting  records;  (4)  the  lack  of  patronage  of  mem- 
bers; (5)  withdrawals,  causing  membership  to  fall  from  106  (in  191 5)  to 
45  at  the  close  of  191 7.  Early  in  1918,  M.  P.  Murray  was  brought  out  of  the 
mine  to  act  as  manager1  and  has  since  remained  in  that  capacity.  He  quickly 
developed  a  keen  insight  into  merchandising  which  has  served  to  offset  the 
continued  inactivity  of  the  board  of  directors.  A  summary  of  the  store's  de- 
velopment since  19182  is  shown  in  Table  VI.  The  steady  increase  is  the  more 

TABLE  VI 


Close  of  Year 

Member- 
ship* 

Sales 

Share 
Capital 

Loan 
Capital 

Net 
Profit 

Addition 
to  Surplus 

Purchase 
Dividend 

1918 

1919 

1920 

1921.. ..... 

1922 

1923 

t 

t 

X25 

t 

137 

$34,777 

40,633 
60,598 

54,221 

54,o74 
70,000 

$3,OOI 
2,771 
2,518 
2,841 
3,o86 

t 

t 

$3,492 

4,638 

4,974 

t 

$1,232 
2,600 
2,664 
3,553 
3,749 
t 

$207 
520 
360 
850 
786 
t 

(Per  Cent) 
7-5 
6.0 

4-5 
7-5 
7.o 

t 

*  Membership  was  45  at  the  close  of  1917. 
t  No  data  available. 


remarkable  in  view  of  the  depression  years  of  1921  and  1922.2  This  store 
came  very  near  being  absorbed  by  the  Central  States  Co-operative  Wholesale, 
as  the  manager  was  especially  enthusiastic  over  the  American  Rochdale 
Plan.*  Special  features  of  this  organization  are  (1)  the  maintenance  of  a 
large  cash  fund  for  "cash  and  carry"  purchasing  from  Springfield  wholesales; 
(2)  the  use  of  business  forecasting  by  the  manager  in  determining  his  pur- 
chase and  sales  policies;  (3)  the  lack  of  the  propagandist  spirit,  the  manager 
stating,  "If  people  haven't  interest  enough  to  come  in  and  join,  we  don't  want 
them";  (4)  the  abandonment  of  the  plan  of  giving  half  dividends  to  non- 

1  Mr.  Murray  was  previously  secretary  of  the  society. 

2  Only  one  earlier  report  is  available — that  of  October,  1916,  showing  sales  of 
$15,867  for  1916  with  a  loss  of  $280.09. 

3  The  manager  foresaw  the  price  drop  of  1920,  running  a  stock  reduction  sale 
which  placed  him  in  an  excellent  position. 

4  See  p.  51. 
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members  because  of  the  difficulty  of  administration.  The  fate  of  this  society 
without  strong  guiding  management  would  not  be  hard  to  predict.1 

ROANOKE2 

Roanoke  is  a  small  mining  town,3  east  of  Peoria,  with  a  French  and 
Italian  population.  The  Italians  had  their  co-operative  store4  and  the  French, 
not  to  be  outdone,  called  upon  the  Central  States  Co-operative  Wholesale 
to  establish  a  branch  store  in  competition.  This  store,  the  Union  Supply  As- 
sociation, was  started  in  iq2o.s  The  first  two  managers  had  a  love  for  "white 
mule"  which,  coupled  with  poor  service  from  the  wholesale,  hampered  the 
growth  of  the  enterprise.  Late  in  192 1  J.  L.  Hammond  took  charge  and 
brought  local  support.  He  abandoned  the  Central  States  cash  policy.  The 
store  was  one  of  the  few  branches  to  show  a  profit  for  the  Central  States 
Wholesale  at  the  close  of  1922.6  The  society  is  being  reorganized  as  an  inde- 
pendent store  and,  as  members  co-operate  well  and  competition  is  not  keen, 
prospects  are  good. 

ROCKFORD 

The  Rockford  Co-operatives  is  an  organization  which  gained  control  of 
a  spurious  co-operative  enterprise  launched  in  Rockford  by  an  associate  of 
Harrison  Parker.  Under  the  guidance  of  Frank  Hall,  a  socialist  attorney  of 
Rockford,  the  investors  in  the  spurious  concern  revolted  quickly  enough  to 
effect  the  transformation.  With  good  leadership,  the  depression  was  weath- 
ered. When  visited  in  February,  1925,  the  store  (at  527  7th  St.)  presented  a 
fair  appearance.  Efforts  which  promise  to  be  successful  are  being  made  to 
expand  the  business.  Although  the  enterprise  is  located  in  a  city  of  65,000 
people,  the  strong  labor  support  which  is  present  greatly  benefits  the  society. 
In  this  connection,  it  is  interesting  to  note  that  one  of  the  members  of  the 
society  is  mayor  of  the  city  while  another  is  city  assessor.  Financial  state- 
ments of  the  organization  were  received  too  late  to  be  included. 

x  The  manager  has  been  unable  to  have  the  local  elected  auditors  even  come  to 
check  the  cash  register.  "They  don't  want  to  know  about  accounting,"  he  says. 

9  Visited,  September  9,  1923.  3  Population,  1,369  (1920). 

4  The  Union  Italian  Prosperity  Grocery  Company.  This  store  is  no  longer  co- 
operative. 

sit  is  interesting  to  note  that  $2,700  of  the  $3,200  subscription  to  Central 
States  stock  was  by  individuals. 

6  A  profit  of  $616.75  was  shown  at  that  time  for  a  period  of  one  and  one-half 
months. 
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ROYALTON1 

Royalton,2  a  mining  center  of  southern  Illinois,  entered  the  co-operative 
movement  at  an  early  date,  the  Workmen's  Protective  Association  being 
formed  in  November,  1914.3  For  the  first  year  12^  per  cent  dividends  were 
paid  on  purchases,  a  record  almost  unmatched  in  Illinois  co-operation.  The 
year  191 6  brought  purchase  dividends  of  10  per  cent  with  sales  rapidly  in- 
creasing and  members  pouring  funds  into  the  society.4  Fresh  meats,  shoes, 
and  drygoods  were  added  to  the  stock  and  by  May,  1916,  $2,442.92  had  been 
invested  in  fixtures  (more  than  the  combined  inventories  of  the  store).5 
Members'  accounts  had  risen  to  $3,088.08,  while  the  total  share  and  loan 
capital  was  but  $2,814.74.  From  1917,  the  decline  of  the  society  began  as 
members  resented  being  pressed  for  payment  of  their  bills,  and  withdrawals 
occurred  until,  in  February,  1919,  the  share  and  loan  capital  was  reduced  to 
$1,336.94  and  the  reserve  was  only  a  fraction  of  its  previous  sum.6  Only  the 
support  of  loyal  members  saved  the  society  from  failure,  special  loans  to  the 
amount  of  $2,690  being  advanced.  The  local  union  took  charge  at  the  close 
of  1919  and  on  March  12,  1920,  the  society  became  a  branch  of  the  Central 
States  Co-operative  Wholesale,  business  expanding  greatly  during  the  year 
1920.  Since  that  time,  trade  has  been  steadily  declining,  the  manager  ex- 
plaining that:  "A  jealousy  crept  in,  since  a  certain  nationality  was  the 
dominating  factor.  Others  therefore  dropped  out.  The  Central  States  cut- 
price  policy  caused  local  merchants  to  cut  to  meet  competition.  The  co- 
operative couldn't  go  lower.  When  the  market  price  system  was  adopted  still 
more  support  was  lost.  The  Central  States  took  away  what  interest  there 
was  in  co-operation."  Today,  the  difficult  task  of  reorganization  on  a  Roch- 
dale basis  is  proceeding,  nineteen  members  having  pledged  $525.  An  unusual- 
ly difficult  feature  in  the  situation  is  the  existence  of  a  pernicious  system  of 
"credit  tying"  by  the  company  store  of  the  Franklin  County  Coal  Company, 
advance  payments  being  made  to  workers  by  metal  checks  redeemable  only 
at  the  company  store. 

1  Information  from  visit,  September  24,  1923.  3  Population,  2,043  (T92o)- 

3  The  society  had  at  this  time  64  members.  In  191 6  it  was  incorporated  as  the 
Royalton  Co-operative  Association. 

4  Sales  in  1915  were  about  $2,300  per  month,  rising  to  $3,560  per  month  in 
1916;  investment  increased  from  $1,050  to  $2,814.74. 

s  Inventories  were  $2,395.63. 

6  The  reserve  dropped  from  $1,529.64  in  May,  1916,  to  $650.89  in  February, 
1919. 


372     CONSUMERS'  CO-OPERATIVE  MOVEMENT  IN  ILLINOIS 

SPARTA  (CO-OPERATIVE  SOCIETY)1 
The  Sparta  Co-operative  Society,2  located  in  a  southern  Illinois  mining 
town,  is  one  in  which  prosperity  still  persists,  although  co-operative  interest 
has  passed  away.  Started  in  191 5  under  the  management  of  D.  E.  Baird, 
the  store  underwent  a  steady  growth,  membership  reaching  113  in  1919, 
directors  and  officers  taking  a  real  interest  in  its  affairs.  Since  1919  member- 
ship and  interest  have  been  declining.^  Dissension  has  arisen,  and  the  future 
of  the  organization  is  somewhat  in  doubt.4  Even  the  secretary,  who  has  been 
a  steady  supporter,  is  disconsolate,  saying:  "The  competition  is  severe.  The 
graveyard  is  full  of  dead  co-operatives."5  The  personality  of  the  manager 
drives  away  considerable  trade,  the  store  is  piled  high  with  goods,  and  little 
co-operative  interest  remains. 

SPARTA  (IDEAL  CO-OPERATIVE  ASSOCIATION)6 
Two  doors  away  from  the  Sparta  Co-operative  Society  is  the  Ideal  Co- 
operative Association,  started  in  1919  by  J.  D.  Allen,  a  negro,  to  reduce  living 
costs  and  "open  up  an  avenue  of  employment  for  deserving  negroes."  Mr. 
Allen  was  taken  on  as  manager,  hiring  one  clerk.  The  Association  now  has 
65  members  who  have  invested  $1,300.7  Consistent  gains  have  been  made, 
according  to  the  manager.8  The  merchandise  stock  is  extremely  small,  but 
well  kept. 

STAUNTON9 

Staunton10  is  a  pleasant  German  mining  town  between  Springfield  and 
St.  Louis,  with  a  large  aggressive  union.11  Here  socialist  miners  started  in 

I  Visited,  September  22,  1923.  2  Population,  3,340  (1920). 

3  Proxy  voting  is  allowed  in  order  to  secure  a  quorum  at  meetings.  The  average 
attendance  is  twelve. 

4  Purchase  dividends  were  3  per  cent  in  1920,  5^  per  cent  in  1921,  and  5  per  cent 
in  1922. 

s  Statement  of  George  Woodside,  secretary,  September  22,  1923. 

6  Visited,  September  22,  1923. 

7  The  original  investment  was  $2,250,  but  a  number  of  withdrawals  occurred. 
This  practice  has  been  discontinued. 

8  The  purchase  dividend  in  1920  was  7  per  cent,  in  1921,  10  per  cent,  in  1923, 
6  per  cent. 

9  Visited,  August  20,  1923.  I0  Population,  2,348  (1920). 

II  Local  755,  United  Mine  Workers  of  America  at  Staunton,  is  the  largest  local 
in  the  state,  with  more  than  1,400  members. 
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1 910  one  of  the  earlier  co-operative  stores  in  Illinois.1  The  enterprise  ran  for 
a  time  successfully,  but  in  191 2  closed  through  factionalism.  In  1914  the 
Staunton  Union  made  a  new  approach  to  co-operation  by  the  opening  of  a 
coal  business  under  the  name,  Union  Supply  and  Fuel  Company.  The  start 
was  well  described  in  a  booklet  issued  by  the  society:  "In  1914,  the  scale  for 
mining  coal  was  63  cents  a  ton.  Adding  all  the  other  expenses  the  net  cost 
per  ton  placed  in  railway  cars  was  $1.10.  The  price  to  the  retailer,  f.o.b.  the 
mine,  was  $1.35  and,  adding  10  cents,  the  cost  delivered  to  the  retailer  comes 
to  $1.45.  The  prevailing  price  in  Staunton  in  1914  was  $2.40.  Something  was 
obviously  wrong."2  A  miners'  committee  visiting  local  operators  was  told 
"that  a  miner's  job  was  to  dig  coal,  not  to  retail  it."  A  purchasing  committee, 
however,  was  organized  and,  in  September,  1914,  a  back  room  in  a  broken- 
down  laundry  building  was  rented  and  a  $69  scale  purchased  as  equipment. 
Peter  Moerth  was  hired  as  manager.  The  first  few  cars  of  coal  cost  the  com- 
mittee $1.50,  delivered  at  Staunton,  and  were  sold  from  the  yard  at  $1.60. 
This  charge  did  not  suffice  to  cover  cost;  so  the  price  was  raised  to  $1.75. 
Business  expanded  rapidly  and  all  retail  competitors  were  forced  out  of  the 
market  by  1920.  A  curious  development  was  an  agreement  reached  with 
Staunton  operators  placing  an  especially  low  price  on  coal  sold  to  members 
of  the  miners'  union,  this  price  to  vary  directly  with  changes  in  the  scale  of 
miners'  wage.  The  rest  of  the  Staunton  population  (not  so  protected)  has  had 
to  pay  from  40  cents  to  $1.40  more  per  ton.3  A  summary  of  comparative 
coal  prices  and  sales  by  the  Union  Supply  and  Fuel  Company  is  shown  in 
Table  VII. 

Shortly  after  beginning  the  coal  business,  the  Union  received  suggestions 
that  it  go  into  merchandising.  Having  no  storage  space,  it  started  with  the 
distribution  of  carload  purchases  of  potatoes,  apples,  and  cabbage;  later, 
with  increased  facilities,  it  added  package  goods  such  as  coffee,  bacon,  and 
hams.  A  car  of  flour  was  bought  from  funds  advanced  by  the  Union  and, 
on  January  1,  191 5,  a  retail  store  with  home-made  shelves  and  counters  was 
placed  in  operation.  An  expanding  business  made  it  necessary  to  re-locate 
within  nine  months,  a  building  being  purchased  through  the  aid  of  the  Dis- 
trict Mine  Workers.  Retail  prices  were  set  near  cost,  but  the  management 

1  The  Consumers-Alliance  National. 

2  "Co-operation  in  Staunton,"  Union  Supply  and  Fuel  Company  (1923). 

3  The  saving  to  the  community  through  the  establishment  of  the  coal  yard  is 
estimated  by  the  miners  at  $87,377.  (Figured  on  the  basis  of  the  dealer  retaining  the 
same  gross  profit  as  in  1914.)  Ibid.,  p.  8. 
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wisely  added  a  margin  sufficient  to  create  a  considerable  surplus.  At  the 
beginning  of  191 8  the  store  was  turned  into  a  Rochdale  co-operative  as  mem- 
bers felt  that  more  could  be  accomplished  under  that  form  of  organization. 
The  investment  of  the  Local  Union  (amounting  to  $12  per  member)  was  di- 
vided among  its  members.  This  amount  was  considered  a  part  payment  on  a 
$25  share.  Since  191 8,  the  society  has  been  in  successful  operation  and  has 
held  a  fair  trade  despite  the  many  difficulties  encountered.  In  1920,  with  a 
boom  business,  a  cash-and-carry  branch  was  started,  only  to  be  closed  with 

TABLE  VII 


Union  Supply  and  Fuel  Company 

Competitive  Retailers 

At  the  Mines 

Year 

To  Members 

of  Miners' 

Union 

To  Public 

Tons 
Handled 

Miners' 
Union 

To  Public 

To  Public 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

$1.60 
I.80 
2.  IO 
2.  IO 
2.5O 
3.IO 
3.IO 
3.IO 
3.IO 
3.IO 

$1.60 
1.80 
2.50 
3.20 
3.20 
4.00 
4-50 
4-5C 
4-75 
4-5° 

3,225 
6,356 
6,169 

5,495 
6,831 

7,345 
10,702 

9,454 

10,058 

* 

$2.40 
1.80 
2.  IO 
2.  IO 
2.50 
3.IO 

$2.40 
1.80 
2.50 
3.20 
3.20 
4.00 

$2.40 
I.80 
2.50 
3.20 
3.20 
4.00 
4-25 
4.50 
5.00 
5.00 

*Data  not  available. 

the  depression  at  the  end  of  the  year.  A  meat  market  and  drygoods  business 
have  been  added  and  the  store  now  occupies  a  two-story  building. 

Staunton  with  its  German  population  suffered  greatly  from  a  split 
caused  by  the  anti-German  sentiment  which  prevailed  during  the  war  years 
(and  for  a  period  after  the  war).  Factionalism  crept  into  the  local  Union  and 
into  the  co-operative;  accusations  and  counter-accusations  were  the  order 
of  the  day.  The  result  was  economic  boycotts,  tar-and-featherings,  and  the 
violation  of  personal  liberties  by  overenthused  advocates  of  war.  Although 
a  victim  of  this  war  hysteria,  Manager  Peter  Moerth,  an  Austrian,  main- 
tained nevertheless  the  pacifist  attitude  which  he  had  held  since  boyhood.1 
Consequently,  membership  declined,  a  condition  which  has  not  yet  been 
remedied.2 

1  Rival  dealers  were  active  in  misinterpreting  his  statements  to  stir  up  antago- 


2  Membership  was,  in  July,  1923,  248  as  contrasted  with  432  in  December,  1918. 
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The  strong  elements  in  the  Staunton  situation  have  been  (1)  the  fi- 
nancial support  of  a  local  union;1  (2)  vigorous  educational  work  effectively 
carried  out;2  (3)  able  and  experienced  management.3  Elements  of  weakness 
are  (1)  factionalism,  partly  on  a  religious  and  nationalistic  basis,  and  in 
part  caused  by  opposing  merchants;4  (2)  inactivity  of  directors  and  the  audit- 
ing committee;5  (3)  unemployment,  to  which  Staunton  has  been  unusually 
subject. 

The  society  was  not  an  active  supporter  of  the  Central  States  Wholesale 

TABLE  VIII 

Summary  or  Business,  Operating  Cost,  and  Division  or  Net 
Earnings  from  January  i,  1918,  to  December  31,  1922 


Sales 

1918 

1919 

1920 

1921 

1922 

Total 

$101,229.73 
33,468.86 

$  95,402.09 
18,369.40 

$120,066.58 

27,822.75 

6,216.98 

33,177-79 

6,642.28 

507-33 

$  89,781.75 

15,039.63 

11,854.30 

32,822.29 

2,339-H 

$   60,696.40 

12,139.28 

13,378.37 

33,7I3-83 

2,397.89 

$467,176.55 
106,839.92 

31,451-65 
135,155.33 

25,341.67 

Public 

Coal 

17,077-23 

6,042.24 

270.76 

18,364.19 

7,920.15 

333-52 

Total  returns .... 

$158,088.82 

$140,389.35 

$194,433-41 

$151,837.08 

$122,325.77 

$767,076.73 

Distribution  of  Earnings 

Gross  profits 

Operating  expense .  .  . 
Net  earnings 

$  24,542.47 

16,673.25 

7,869.22 

7,345-69 

235-34 

$19,978.64 

15,014.98 

4,963.66 

3,807.74 

221.90 

$  24,018.85 

17,110.12 

6,908.73 

5,996.10 

308 .43 

$  23,444-07 
20,842.84 

2 , 6oi . 23 

2,258.46 

133-23 

$    17,645.74 

l6,375-96 

1,269.78 

$109,629.77 

86,017.15 

23,512.62 

19,408.17 

3,031.39 

Placed  in  res.  fund.  .  . 

1,269.75 

*  Started  May  18   1920. 

1  The  Union  has  invested  $9,002.96  (July,  1923). 

2  Staunton  has  gone  farther  than  most  societies  in  this  work,  issuing  ponderous 
reports  covering  every  factor  of  the  business  in  detail,  and  in  July,  1923,  publishing 
a  booklet,  "Co-operation  in  Staunton,  Illinois,"  containing  a  telling  summary  of 
what  co-operation  has  done  and  may  do  at  Staunton.  Staunton  was  the  first  society 
to  join  the  educational  department  of  the  Central  States  Wholesale  in  1923. 

3  The  management  changed  in  October,  1923.  The  new  manager,  William 
Koenigskramer,  is  untested  in  merchandising. 

4  Many  local  merchants  are  "ex-coal  diggers"  and  their  opinion  brings  consider- 
able pressure  against  the  co-operative. 

s  "The  board  of  directors  entertain  each  other  at  meetings  and  fail  to  maintain 
close  scrutiny.  The  auditors  are  not  exacting  enough."  Statement  of  Peter  Moerth, 
manager,  August  20,  1923. 
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while  Robert  McKechan  was  wholesale  manager.  Indeed,  only  on  personal 
appeal  of  President  Walker  of  the  Central  States  organization  was  the  full 
$500  of  share  capital  subscribed.  Social  activities  were  emphasized  by  the 
organization,  although  a  women's  guild  was  found  to  be  ineffective  when  its 
members  began  knocking  rather  than  boosting  the  store.  A  summary  show- 
ing the  business  done  from  1918  to  1922  is  shown  in  Table  VIII. 

The  outstanding  features  of  this  report  are  the  steady  growth  of  the 
coal  business  and  the  drop  in  the  merchandise  sales  in  1921  and  1922.  No 
dividends  were  declared  in  1922,  earnings  going  into  the  reserve  fund.  In 
October,  1923,  Peter  Moerth,  who  has  been  in  large  measure  responsible  for 
the  Staunton  development,  resigned  to  take  charge  of  the  Central  States  Co- 
operative Wholesale  at  East  St.  Louis.  How  the  society  will  fare  under  the 
new  management  remains  to  be  seen. 

STEELEVILLE1 

The  Buchanan  Supply  Company  of  Steeleville,2  organized  in  192 1  by 
the  Farmers'  Union,  leaves  an  extremely  favorable  impression.  The  store  is 
running  on  a  cash-and-carry  basis  and  is  vigorous.  Some  of  the  exterior 
signs  are  (1)  a  well-appearing  store;  (2)  neat  books;  (3)  an  increasing  mem- 
bership,3 (4)  a  large  attendance  at  annual  shareholders'  meetings;  and  (5) 
large  annual  earnings  with  liberal  reserves  set  aside.4  Special  features  of  the 
society  are:  (1)  membership  is  allowed  only  to  members  of  the  Farmers' 
Union  or  the  Farm  Bureau;  (2)  proxy  voting  is  permitted;  (3)  "leaders" 
are  used  to  a  considerable  extent;  (4)  the  seven  directors  are  paid  $2.50  each 
(and  transportation)  for  attending  monthly  meetings;  (5)  the  manager  is  not 
bonded.5 

STRONGHURST  (NON-ROCHDALE)6 

The  Farmers'  Co-operative  Store  (with  a  branch  at  Media,  Illinois) 
was  started  in  October,  191 9,  by  a  Stronghurst7  grocer  and  a  returned  soldier 
who  solicited  subscriptions.  Seventy-six  farmers  bought  $10,000  of  stock, 
the  grocer-promoter  becoming  manager  and  the  ex-soldier  a  clerk.  By  192 1, 

1  Visited,  September  23,  1923.  2  Population,  702  (1920). 

3  One  hundred  and  fifty  members  in  1923. 

4  Twenty  per  cent  of  net  profits  is  to  be  applied  to  reserve  according  te  by-laws. 
(Art.  VII,  sec.  1.)  The  first  year  50  per  cent  was  actually  so  used. 

s  Directors  are  assuming  unlimited  liability  for  failing  to  bond  the  manager 
(Art.  V,  sec.  11,  by-laws.) 

6  Visited,  August  5,  1923.  1  Population,  836  (1920). 
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the  manager  claimed  to  have  accumulated  a  $3,000  surplus,  5  per  cent  di- 
vidends being  regularly  paid  on  stock.  No  real  auditing  had  been  done.  The 
directors,  indeed,  met  but  once  in  two  months.  Scepticism  of  members 
caused  an  investigation,  which  revealed  a  $3,000  deficit.  Consequently, 
$5,000  had  to  be  borrowed  on  directors'  notes,  trade  dropped  off  consider- 
ably, and  many  discounts  were  lost.  Considerable  credit  has  been  extended 
as  the  farmers  are  hard  pressed.  The  old  secretary  of  the  organization  is  now 
manager  and  has  been  able  to  clear  off  a  considerable  portion  of  the  deficit.1 

TAYLOR  SPRINGS2 
The  Hillsboro  Co-operative  Association,  which  was  started  in  191 7  by 
miners  and  smelter  workers,  is  located  at  Taylor  Springs.3  A  small  store  is 

TABLE  IX 


Year§ 

Membership 

Sales 

Net  Earnings 

Share  Capital 

Loan  Capital 

Reserve 

1917 

1918 

1919, .... 

1920 

1921 

1922 

1923 

45 

45 
* 

* 

102 
104 
119 

* 
* 
* 

$36,758f 

33, i42f 

33,4i2f 
* 

$          2I7t 
35|| 
-1,591 
2,292 

3,298 

3,343 
3,886 

$i,355 
1,580 

i,475 
i,575 
1,829 
2,142 
2,355 

* 

$3,363 
3,292 
2,171 
2,123 
2,318 
405 1f 

* 

$       35 

-i,556 

701 

i,750 

2 ,  700 

3,775 

*  No  data  available. 

t  Figure  for  calendar  year. 

t  Figure  for  one  quarter. 

§  Year  runs  from  July  to  July. 

||  A  large  loss  which  had  been  incurred  was  not  shown  until  the  next  year. 

H  No  interest  was  paid  on  loan  capital  after  ig2  2,  encouraging  withdrawals  of  loans. 

operated,  packed  with  goods.  Bags  of  flour  and  sugar  are  stored  in  the  mid- 
dle of  the  floor,  making  the  appearance  unimpressive.  This  store  is,  however, 
one  of  the  best  known  in  the  state,  having  earned  in  the  year  1922-23 
$3,885.59,  more  than  the  entire  outstanding  share  capital  of  $2,355.4  This 
record  is  in  distinct  contrast  with  that  of  the  first  year,  when  its  capital  was 
practically  wiped  out.  The  store  had  been  poorly  located  and  three  inefficient 
managers  had  destroyed  the  confidence  of  members  in  their  store.  Mr.  T.  P. 
Testa,  who  took  charge  in  191 8,  has  been  largely  responsible  for  the  financial 
success  attained.  A  record  of  the  development  is  shown  in  Table  IX. 

1  The  net  profit  was  $1,800  in  1922. 

2  Information  from  visit,  September  21,  1923. 

3  Population,  5,074  (1920).  4  Twelve  per  cent  was  earned  on  purchases. 
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The  success  with  which  the  Association  has  met  has  resulted  from  an 
able  purchase  policy1  and  the  loyal  support  of  an  increasing  membership 
(secured  in  part  through  the  attitude  of  competing  merchants  toward  strikes 
at  Taylor  Springs,  1921  and  1923).2  Limiting  features  are  unsteady  work  at 
the  mines  and  too  great  a  dependence  placed  upon  one  man,  the  manager.3 

TILDEN  (NON-ROCHDALE)4 

The  Tilden5  Labor  Co-operative  Society,  a  miners'  store  located  in 
southern  Illinois,  is  to  date  a  bright  exception  to  the  general  rule  of  co-opera- 
tive development.  Starting  in  June,  1920,  under  the  guidance  of  untrained 

TABLE  X 


Year 

Member- 
ship 

Sales 

Capital 

Dividend 
Certificates 

Reserve 

Surplus 

1920 

1921 

I022 

125 
* 

* 
ISO 

$20,000.00 
40 , 000 . OO 
52,884.27 
90 , 000 . OO 

$2,160 
* 

* 
4,410 

O 

* 

* 
$1,573-89 

O 
* 

* 

$600 

O 

* 

* 

I923 

$3,080 

*  No  data  available. 

co-operators,  a  unique  plan  of  operation  was  adopted,  one  which  has  met  with 
distinct  success.  No  purchase  dividends  are  paid  and  earnings  are  distrib- 
uted in  proportion  to  invested  capital  in  the  form  of  loan  certificates  (bearing 
5  per  cent  interest).  Investment  is,  however,  limited  to  $50.  Despite  starting 
at  an  unpropitious  time,  the  investment  has  doubled,  sales  have  more  than 
tripled  (despite  the  falling  price  level),  while  more  than  15  per  cent  per  year 
has  been  paid  on  capital.  Large  reserves  and  surplus  funds  have  also  been 
accumulated.  The  membership  is  steadily  increasing,  newcomers  being  al- 
lowed to  buy  shares  at  par,  thus  sharing  in  the  benefits  of  whatever  reserve 
has  been  accumulated.  A  summary  of  the  development  is  shown  in  Table  X. 

1  The  manager  has  accumulated  a  large  cash  fund  with  which  to  purchase  to 
advantage. 

2  Non-members  if  steady  traders  are  allowed  the  same  purchase  dividends  as 
members,  to  be  used  in  building  up  a  share  in  the  Association. 

3  In  this  connection  it  should  be  noted  that  the  Association  appreciates  his 
value,  paying  him  $50  per  week — in  real  purchasing  power  one  of  the  highest  retail 
manager's  salaries  in  the  state. 

4  Information  from  visit,  September  22,  1923. 
s  Population,  1,137  (1920). 
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The  store  was  burned  out  once  and  has  moved  four  times  in  its  three 
years  of  existence,  always  seeking  a  larger  building.  Indeed,  the  difficulty 
has  been  to  keep  a  large  enough  store  to  handle  the  trade.  When  the  writer 
visited  the  store,  it  was  a  difficult  problem  to  get  in  the  door,  so  crowded  was 
the  stock  and  so  numerous  the  customers.  In  January,  1924,  the  store  ex- 
pected to  occupy  a  new  building  which  allows  still  more  room  for  expansion. 
Excellent  management  and  accounting  control  is  secured  and  live  interest  is 
manifested.  Difficulty,  however,  is  found  in  getting  the  membership  to  take 
part,  the  manager  stating:  "They  appear  satisfied,  and  won't  attend  meet- 
ings." Members  have  rather  steady  work,  as  the  mine  at  Tilden  is  owned  by 
a  railroad.  Sentiment  is  strongly  in  favor  of  co-operation.  A  considerable 
share  of  this  success  is  due  to  the  fact  that  people  visualize  their  returns  as 
higher  when  they  are  based  on  a  smaller  sum — that  is,  15  per  cent  on  capital 
seems  larger  than  5  per  cent  on  purchases,  when  typically  it  is  a  smaller 
distribution. 

TOVEY1 

Tovey2  is  a  God-forsaken  settlement  of  miners,  south  of  Springfield,  with 
a  spotted  history  of  co-operatives,  dating  from  August,  1916,  when  the  Tovey 
Co-operative  Society  was  formed  with  62  members  who  invested  $1,081.  In 
the  true  style  of  inexperienced  co-operators,  5  per  cent  was  paid  in  purchase 
dividends  the  first  quarter,  the  rate  reaching  12  per  cent  by  the  third  quarter. 
At  the  end  of  the  seventh  quarter  members  were  surprised  to  find  that  the 
report  of  Auditor  Sharpe  showed  that  more  than  their  entire  investment  had 
been  wiped  out  by  losses.3  Disgruntled  members  had  run  up  large  accounts, 
"eating  their  way  out  of  the  co-operative."4  The  local  union  advanced  $2,000 
to  tide  over  the  situation  and  J.  D.  Adkinson  took  charged  By  May,  1919, 
the  society  was  again  on  the  favorable  side  of  the  balance  sheet.  A  reserve 
fund  of  $1,559.15  had  been  accumulated  and  purchase  dividends  of  5  per  cent 
resumed.  This  success  continued  until  May  1, 1920,  when  the  society  became 

1  Visited,  August  24,  1923. 
a  Population,  400  (1920). 

3  The  loss  was  $1,736.46,  the  investment  being  $1,550.69.  Inefficient  manage- 
ment, uncontrolled,  had  built  up  an  inventory  oi-  $4,209.35,  while  sales  declined  from 
$7,400  (third  quarter)  to  $4,900  (seventh  quarter).  Members  ran  up  their  accounts 
and  withdrew. 

4  Thirty-seven  out  of  the  eighty-two  members  owed  accounts  in  excess  of  their 
investment. 

5  Mr.  Adkinson  remained  only  during  the  period  of  readjustment. 
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a  branch  of  the  Central  States  Co-operative  Wholesale  Society,  a  $3,967  re- 
serve having  been  accumulated.1  Just  before  the  amalgamation,  a  change  of 
managers  had  been  made  which  later  resulted  disastrously  to  the  Central 
States  organization.  Protests  soon  began  to  arise  about  Central  States  prices, 
and  in  August,  1920,  a  large  disgruntled  faction  was  created  by  the  failure 
of  the  Central  States  organization  to  pay  promptly  as  agreed  the  $1,510  due 
on  the  investments  of  individual  members.'  In  September,  1920,  the  store 
was  moved  to  the  new  miners'  building,  aiming  to  stock  a  complete  line  "so 
that  in  a  short  while  there  will  be  but  one  store  in  Tovey."3  The  end  of 
October,  1920,  brought  the  stock  in  the  Tovey  store  up  to  $9,177.69,  al- 
though the  wholesale  management  protested  vigorously  against  the  over- 
stocking.* In  late  November,  a  robbery  was  reported  by  the  manager,  caus- 
ing a  considerable  loss.  Later  evidence  developed  that  the  matter  was  a 
conspiracy,  not  a  robbery.  Management  was  changed,  but  a  $500  shortage 
developed  under  the  new  manager  and  resulted  in  another  change,  A.  B. 
Nicholson  taking  charge.  On  May  1,  1923,  the  local  group  again  took  con- 
trol, forty  joining  at  that  time.  The  store  is  now  well  stocked  and  with  a 
revival  of  interest  promises  well  despite  severe  competition.  A  women's 
guild  has  recently  been  formed. 

TROY  (NON-ROCHDALE) 

In  October,  1918,  four  men  who  owned  a  store  in  Troy  induced  the  local 
miners'  union  (Local  Union  No.  69)  to  buy  them  out,  an  inexperienced  man 
being  taken  out  of  the  mine  at  $100  per  month  to  act  as  manager.  He  loaded 
the  store  with  unsalable  goods,  which  soon  resulted  in  large  losses.  In  191 9 
$5  per  man  was  checked  off  the  wages  of  the  300  members  of  the  local  union 
to  put  the  store  again  on  its  feet.  A  promise  of  repayment  in  six  months  was 
made.5  This  promise  was  not  fulfilled  and,  on  April  n,  1920,  the  store  was 
taken  over  by  the  Central  States  Co-operative  Wholesale  to  be  operated  on 

1  The  Central  States  organization  was  aggressive  in  securing  the  consolidation. 

2  Letter  of  August  9,  1920,  from  Lee  Hoquist,  manager,  to  Robert  McKechan. 

3  Ibid.,  June  18,  1920. 

4  Letter  of  Robert  McKechan  to  Lee  Hoquist,  October  28,  1920. 

s  Other  factors  in  the  difficulties  encountered  by  the  local  union  were  (1)  a 
deficient  bookkeeping  system,  Auditor  Sharpe  of  the  Mine  Workers  declaring  the 
books  the  worst  set  he  had  ever  seen;  (2)  the  overbuying  of  fixtures,  the  Union  in- 
vesting in  an  $890  cash  register  and  a  $225  pair  of  scales  (which  with  other  fixtures 
totaled  $2,033)  t0  do  a  business  of  $30,250  per  year. 


EXPERIENCES  IN  CO-OPERATIVE  ENTERPRISES        381 

the  American  Rochdale  Plan.1  The  miners'  committee  soon  became  inactive, 
and  sales  continued  to  decline.2  The  stock  is  now  in  poor  condition,  the  pres- 
ent manager  has  developed  a  love  for  "white  mule,"  and  prospects  are  not 
bright  for  the  continuation  of  the  enterprise  as  an  independent  Rochdale 
store. 

UE.BANA3 

The  only  genuine  students'  co-operative  store  in  the  state  is  the  Engi- 
neers' Co-operative  Society  run  by  students  of  the  University  of  Illinois.  This 
store,  started  in  the  spring  of  1921  by  an  engineering  group,  operates  on  the 
novel  plan  of  requiring  all  members  to  invest  $1  in  non-interest  bearing,  free- 
ly redeemable  stock.  Two  thousand  one  hundred  students  have  joined, 
participating  on  a  Rochdale  basis  in  the  profits  of  the  society.  To  achieve 
democratic  control,  use  is  made  of  seven  student  engineering  societies,  to 
some  one  of  which  most  of  the  members  belong.  Each  society  elects  two 
representatives  to  the  board  of  directors  of  the  co-operative.  As  a  further 
guarantee  of  democratic  control,  any  thirty  members  may  have  a  special 
meeting  of  the  membership  called.  Competitions  are  held  for  positions  as 
clerks  in  the  store  as  well  as  for  the  managership,  bringing  business  practice 
to  the  students  concerned.  Checks  are  cashed  for  members  (a  service  much 
appreciated) ,  and  lines  of  student  supplies  desired  by  the  trade  are  ordered, 
the  attempt  being  really  to  serve  the  student  community.  During  the  first 
two  years  of  operation,  3!  per  cent  purchase  dividends  were  paid  and  liberal 
reserves  were  set  aside.  An  advisory  board  composed  of  faculty  members  aids 
the  management  in  the  determination  of  policies. 

VERA4 

The  Vera  Equity  Exchange,  located  in  an  unpromising  small  town,  just 
north  of  Vandalia,  was  organized  in  1920  by  the  Farmers'  Equity  Exchange 
of  Greenville.  Like  most  of  the  independent  enterprises  similarly  launched, 
the  store  is  a  side-line  to  a  farmers'  elevator,  doing  a  business  of  about  $4,000 
per  year.5  The  elevator  has  been  earning  fair  returns  on  the  $7,500  invested. 
The  manager  appears  to  be  but  little  interested  in  the  enterprise. 

1  The  total  loss  to  the  miners  up  to  this  date  was  $2,805.03. 

2  Sales  under  the  Central  States  management  were  always  lower  than  under 
the  previous  organization. 

3  Information  from  visit,  September  13,  1923. 

4  Information  from  visit,  September  16,  1923. 

s  The  plan  is  for  the  store  to  absorb  the  idle  time  of  the  elevator  manager. 
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VILLA  GROVE1 

The  Villa  Grove  Co-operative  Society,2  located  on  the  Chicago  and 
Eastern  Illinois  Railroad,  south  of  Champaign,  is  one  of  the  most  vigorous 
co-operative  developments  in  the  state.  Started  by  the  railway  shop-men  in 
August,  1 918,  its  business  has  steadily  grown,  and  membership  and  co-opera- 
tive interest  have  increased.3  Excellent  merchandising  policies  are  in  force,4 
educational  and  social  work  is  under  way,s  and  conservative  expansion  is 
being  provided  for.6  A  summary  of  the  financial  history  of  the  organiza- 
tion is  shown  in  Table  XL 

TABLE  XI 


Year 

Member- 
ship 

Sales 

Operating 

Expenses 

(Per  Cent) 

Annual 
Turnover 
of  Stock 

Share 
Capital 

Loan 
Capital 

Reserve 

Dividend 
(Per  Cent) 

1918. . . 
1919. .. 
1920. . . 
1921 .  .  . 
1922. . . 
1923. .. 

85 

78 

90 

140 

212 

I90 

$   I2,2l8* 

59,912 

82,748 

134,453 

143,071 

t 

20.I* 
12.2 
I2.0 
I2.0 
13.4 
t 

3-8* 
22.2 
20.1 
21.0 
22. 1 
t 

$  4,995 

4,364 

6,93i 

18,300 

30,300 

t 

$     O 
399 

86 
700 
180 

t 

$        IO 

61 

1,048 

2,573 

5,376 

t 

3-o 

3-o 
5-3 
7-3 

V 

*  Figure  for  one  quarter  only, 
t  No  data  available. 

Special  features  of  this  organization  are  (1)  co-operative  classes  for  the 
eight  employees;  (2)  the  attempt  to  secure  farmer  co-operation,  one  farm- 
er being  a  member  of  the  board  of  directors;  (3)  complete  publicity  of  ac- 
counts— the  names  of  all  members,  their  purchases,  and  dividends  being 
posted  in  the  store;  (4)  the  use  of  competitive  methods  of  merchandising — 

1  Information  from  visit,  September  14,  1923. 
3  Villa  Grove  had  a  population  of  2,493  (1920). 

3  The  "Brotherhoods"  have  become  the  chief  supporters  of  the  society,  as  the 
shopmen  were  hard  hit  by  the  strike  of  192 1. 

4  The  store  appears  neat,  weights  and  measures  are  frequently  checked,  good 
wages  are  paid  employees  to  stimulate  their  interest,  good  accounting  control  exists, 
and  discriminating  purchases  are  made. 

s  The  society  has  refreshments  and  singing  at  quarterly  meetings  as  well  as  an 
annual  picnic.  Its  own  monthly  co-operative  magazine  is  issued  through  the  aid  of 
the  Co-operative  League,  of  which  it  is  a  member.  The  educational  department  of 
the  Central  States  Co-operative  Wholesale  has  also  been  joined. 

6  An  ice  and  coal  business  has  been  added.  A  drygoods  department  will  soon  be 
started. 
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advertising,  "leaders,"  signs  in  store;  (5)  the  living  up  to  by-laws  on  credit.1 
The  society  does  nearly  two-thirds  of  the  business  of  the  town  in  which  it 
is  located  and,  although  encountering  severe  competition,  its  future  is  bright. 
The  society  has  not,  however,  been  without  its  difficulties.2  At  the  close  of 
ioiQ,  an  inefficient  manager  (the  son  of  the  vice-president)  was  removed 
after  slight  losses  had  been  incurred.3  And,  in  1922,  the  shopmen's  strike  on 
the  Chicago  and  Eastern  Illinois  Railroad  created  considerable  dissension 
and  loss  of  membership. 

VIRDEN4 

The  Virden  Co-operative  Society5  was  opened  by  miners  on  January  1, 
191 7,  and  continued  operation  for  exactly  three  years,  when  a  fire  destroyed 
the  store.  The  first  year  of  operation  brought  10  per  cent  purchase  divi- 
dends.6 From  that  time  less  success  was  experienced.  The  manager  over- 
bought until,  at  the  close  of  November,  1918,  the  merchandise  inventory 
totaled  $11,736.70.  Members'  accounts  were  $3,998.20,  while  the  total  in- 
vestment of  members  in  the  society  was  but  $10,153.88.  Creditors  were  press- 
ing for  payment  of  accounts  of  $6,452.25,  and  losses  were  beginning  to  occur.? 
Management  was  changed  and  the  business  continued  until  the  fire.  Insur- 
ance was  sufficient  to  pay  all  debts  and  redeem  shares  at  only  a  slight  dis- 

1  Three-fifths  of  share  capital  allowed.  No  credit  allowed  to  non-members 
except  on  indorsement  of  members. 

2  The  Central  States  Co-operative  Wholesale  attempted  to  secure  the  Villa 
Grove  society  as  a  branch.  (Letter  of  Roy  Shanks  to  Robert  McKechan,  Manager 
of  the  Central  States  organization,  January  9,  1920.) 

3  C.  E.  Gillins  has  been  manager  since  that  time.  To  him  belongs  much  of  the 
credit  for  the  success.  Dr.  G.  L.  Kennedy,  the  president,  has  also  been  very  active 
in  the  society  and  in  the  co-operative  movement  throughout  the  state. 

4  Information  from  visit,  August  n,  1923. 
s  Population  of  Virden,  4,682  (1920). 

6  Out  of  the  earnings  of  more  than  $5,000  the  first  year,  less  than  $400  was  set 
aside  as  reserve. 

7  One  of  the  Illinois  co-operative  organizers,  Joe  Frankie,  was  placed  as  manager 
of  the  Virden  store.  A  controversy  which  arose  between  this  manager  and  the  United 
Mine  Workers'  auditors  over  a  loss  sustained  in  November,  1918,  resulted  in  Mr. 
Frankie's  discharge  in  March,  1919.  Auditor  Schaefer  commented  on  the  manager  as 
•'a  third  rater  and  a  complete  failure."  (Letter  of  John  R.  Schaefer  to  Frank  Far- 
rington,  March  17,  1919.)  J.  D.  Adkinson,  however,  states  that  Mr.  Frankie  was 
efficient,  the  members  desiring  unreasonable  returns  as  well  as  low  prices.  Much 
blame  is  placed  on  John  H.  Walker  as  encouraging  the  action  of  the  directors. 
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count.  In  March,  1920,  the  Central  States  Co-operative  Wholesale  Society 
opened  a  branch  store  in  Virden,  the  new  enterprise  being  met  with  en- 
thusiasm.1 Interest,  however,  soon  diminished  by  reason  of  inefficient  man- 
agement,2 irregular  shipments  from  the  wholesale,  and  inactivity  of  the 
local  committee.  Today,  the  store's  trade,  which  in  1917  was  $8,830  per 
month,  has  declined  to  $3,100  per  month.  Apathy  has  replaced  the  enthu- 
siasm which  earlier  made  the  store  a  leader  in  the  state.  Little  interest  is 
manifested  in  Virden  to  take  the  store  over  on  an  independent  Rochdale 
basis. 

WAUKEGAN  (CO-OPERATIVE  TRADING  COMPANY)3 

The  Finns,  notorious  for  their  co-operative  activity,  have  their  strongest 
hold  in  the  state  at  Waukegan,4  where  the  Co-operative  Trading  Company 
is  operating  with  a  rapidly  increasing  membership  and  investment.  This  co- 
operative was  started  in  191 1  to  handle  dairy  products,  following  a  successful 
buying  club  which  had  saved  $70  on  the  price  of  milk  over  a  six  months 
period.5  For  more  than  a  year  after  the  start,  milk  was  distributed  from  a 
small  basement,  a  building  being  completed  in  191 2  to  house  the  enterprise. 
By  191 7,  under  a  succession  of  five  inefficient  managers,  very  nearly  the 
whole  investment  had  been  wiped  out  by  losses.6  Management  was  changed 
and  a  grocery  department  added.  With  the  loyal  support  of  members  and 
with  able  administration  the  business  has  expanded  until  today  it  is  the 
largest  co-operative  merchandising  establishment  in  the  state.  A  summary, 
Table  XII,  shows  the  growth. 

Significant  features  of  this  venture  are  (1)  its  formation  on  a  nationality 
rather  than  on  a  union  basis;7  (2)  joint  action  with  producers'  co-operatives, 

1  Letter  of  James  Jones,  secretary,  Local  Union  2425,  to  Robert  McKechan, 
May  20,  1920. 

2  Canned  goods,  coffee,  and  tobacco  had  especially  been  over-ordered.  Scales 
were  found  to  be  giving  overweight.  (Letter  of  B.  G.  Stroh  to  Robert  McKechan. 
October  21,  1920.) 

3  Information  from  visits,  September  18  and  October  17,  1923. 

4  Population,  19,226  (1920). 

s  Several  women,  objecting  to  a  2  cent  per  quart  increase  in  the  price  of  milk, 
clubbed  together  to  buy  it  by  the  can,  direct  from  the  producer. 

6  Losses  were  $6,000,  the  investment  being  $6,430.  Unearned  purchase  divi- 
dends had  previously  been  paid. 

i  Most  of  the  members,  being  steel  workers,  belong  to  no  union. 
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sixty  farmers  being  members;1  (3)  the  strong  radical  sentiment  which  per- 
meates the  organization;2  (4)  the  emphasis  on  the  distribution  of  dairy  prod- 
ucts rather  than  on  groceries;3  (5)  the  undertaking  of  a  fairly  extensive  so- 
cial and  educational  program,  including  social  meetings  and  the  issuing  of  a 
quarterly  publication;4  (6)  the  requiring  of  a  $100  investment  before  pur- 
chase dividends  may  be  withdrawn;  (7)  the  paying  of  the  same  rate  of  pur- 
chase dividends  to  both  members  and  non-members.  The  store  is  well  ap- 
pearing. It  occupies  a  large  modern  double  building.  The  society  also  owns 

TABLE  XII 


Member- 

Net 

Share 

Loan 

Purchase  Dividends 

Year 

Sales 

ship 

Profits 

Capital 

Capital 

Groceries 

Milk 

(Per  Cent) 

(Per  Cent) 

1911 

1918 

120 
* 

$  2,000 
6,340 

o| 
O 

* 

$6 , 000 

$  1,556 

O 

1919.... 

300 

$128,303 

2,891 

7,200 

3,218 

O 

O 

1920 

* 

185,000 

3,605 

7,040 

6,610 

0 

II 

1921. . . . 

157,559 

5,594 

9,050 

5,028 

O 

IO 

1922 

720 

195,212 

8,606 

19,010 

8,509 

5 

5 

1923.... 

820 

i26,6oof 

5,872f 

23,46o§ 

n,75o§ 

* 

* 

*  No  data  available, 
t  Figure  for  a  six-months  period. 

{In  1915  and  1916,  5  per  cent  purchase  dividends  were  paid;  in  1917.  the  rate  was  7  per  cent. 
No  adequate  records  were  kept  before  1918. 
§  July,  1923 

four  new  motor  trucks.  Plans  are  under  way  to  expand  into  the  ice-cream 
business  in  1924.  Limiting  factors  in  the  situation,  however,  are  (1)  severe 
competition,  especially  in  the  grocery  business,  tempting  some  members  to 
divide  their  support;5  and  (2)  a  tendency  to  overexpand  which  may  at  some 
future  date  place  the  society  in  a  difficult  situation.6 

1  Farmer  members  are  paid  dividends  on  their  sales  to  the  co-operative  (espe- 
cially of  milk). 

2  Many  of  the  members  belong  to,  or  are  in  sympathy  with,  the  Workers' 
Party. 

3  In  1920  many  members  suggested  the  abandonment  of  the  grocery. 

4  The  Waukegan  Co-operative  Call  (published  through  the  Co-operative  League). 
s  The  Bowman  Milk  Company  is  now  entering  Waukegan,  promising  to  be  a 

severe  competitor. 

6  Current  assets  ($19,000)  were  slightly  less  than  current  liabilities  in  1922. 
Overhead  costs  were  25.7  per  cent,  considerably  higher  than  in  the  typical  co-opera- 
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WAUKEGAN  (LITHUANIAN  CO-OPERATIVE)1 

The  Lithuanian  Co-operative  Trading  Corporation  of  Waukegan,  which 
operates  a  small  store  in  the  residential  section,  was  opened  in  December, 
1920,  by  a  group  of  Lithuanian  steel  workers.  Strictly  speaking,  the  store  is 
not  a  co-operative,  as  (1)  membership  is  limited  to  the  183  who  have  sub- 
scribed to  shares;2  (2)  voting  is  on  a  share  basis,  proxy  voting  being  allowed;3 
(3)  the  interest  on  capital  varies,  a  small  purchase  dividend  being  paid  only 
for  the  purpose  of  stimulating  non-member  trade.4  The  store  is  having  a 
hard  competitive  fight  with  private  retailers.  This  competition  has  extended 
into  a  cut-price  war,  with  bribes  to  co-operative  employees,  and  the  opening 
of  stores  at  4 :  00  a.m.  to  5 :  00  a.m.  to  gain  early  trade.  The  society  has  bought 
its  own  building  and  has  accumulated  a  small  surplus.  Social  affairs  are  well 
developed,  although  little  educational  activity  exists. 

WITTS 

The  Witt  Co-operative  Society,6  a  miners'  store,  in  central  Illinois,  was 
started  in  January,  191 7.  With  a  frequent  shift  of  managers  and  with  ir- 
regular work,  the  store  has  had  a  checkered  career.  One  year  large  gains  are 
reported,  only  to  face  a  loss  the  next  year.  A  summary  of  the  society's  affairs 
is  shown  in  Table  XIII.7 

Sales  have  now  declined  to  a  fraction  of  their  former  amount,  share  and 
loan  capital  have  been  decreasing,  and  dividends  have  been  passed.  Unem- 
ployment is  prevalent  and  support  lacking.  Competition  has  been  keen  with 
chain  stores.  Credit  was  limited  in  order  to  prevent  members  from  withdraw- 
ing their  investments  by  running  up  accounts  when  out  of  work.  This  only 


tive.  Although  the  accounts  are  not  separable,  this  figure  is  doubtless  brought  up 
considerably  by  the  high  costs  of  handling  milk.  Still  the  wage  expense  in  handling 
groceries  was  8.5  per  cent,  considerably  above  the  average. 

1  Visited,  September  18,  1923. 

2  Membership  was  no  at  the  start.  Further  sales  took  place  in  1922  to  provide 
funds  for  a  new  building. 

3  Share  holdings  are  limited  to  five. 

4  Two  per  cent  to  both  members  and  non-members, 
s  Visited,  August  22,  1923. 

6  Population  of  Witt,  2,443  (1920). 

7  The  statement  hardly  reveals  the  frequent  changes  in  the  status  of  the  society, 
as  frequent  accounting  errors  were  made  in  the  earlier  years. 
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added  to  the  difficulty  of  maintaining  patronage  as  competitors  continued 
their  advances.  The  store  met  with  good  fortune  when  a  local  union  do- 
nated it  half-ownership  in  the  large  building  it  is  now  occupying  (a  gift  with 

TABLE  XIII 


Close  of 

Member- 
ship 

Sales 

Earnings 

Share 
Capital 

Loan 
Capital 

Reserves 

Dividends 
(Per  Cent) 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

212 
3OI 
276 

272 

195 
200 
206 

$  61,967 

I35,8i9 
56,188 

73,557 
33,540 
29,416 
15,134* 

$  5,402 

12,528 

407 

2,280 

-805 

-434 

5l9t 

$5,548 
5,757 
6,127 
5,592 
4,699 
4,43i 
3,680 

$8,677 
7,58o 
3,626 
3,722 
2,987 
1,873 
1,580 

$2,o8l 
4,848 
5,l86 
6,238 
6,689 

5,699 
1,644! 

7-5 

7-75 

O. 

3.0 

O 

1.0 

§ 

*  Figure  for  six  months,  25th  and  27th  quarters. 

t  Figure  as  of  September  29,  1923  (includes  building  reserve). 

X  Figure  for  six  months,  25th  and  26th  quarters. 

§  No  data  available. 


a  value  of  $5,500).  Today  the  organization  is  in  a  sound  condition  and  awaits 
only  steady  work  to  expand  its  operations.  A  catalogue  business  is  conducted 
with  such  concerns  as  Butler  Brothers,  Sinbad  Brothers,  and  tailoring  com- 
panies, which  allows  members  to  buy  a  wide  variety  of  goods  through  the 
co-operative. 


APPENDIX  B 

I.    THE  FINANCIAL  STANDING  OF  THE  CENTRAL 

STATES  CO-OPERATIVE  WHOLESALE 

SOCIETY,  1919-23 
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TABLE  XV 

Distribution  of  Share  and  Loan  Holdings  in  the  Central 
Co-operative  Society 


Subscription 

Share  Capital* 

1918 

1919 

1920 

1921 

1922 

U.M.W.  locals 

$    500.00 

$24,450.00 
1,500.00 
8,200.00 
6,200.00 
1,400.00 

$  41,400.00 

2,000.00 

23,258.00 

8,550.00 

1,752.25 

$  42,500.00 

2,000.00 

25,458.00 

9,050.00 

1,852.25 

$  43,300.00 

25,458.00 
9,o5o.oof 
1,852.25 

2,550.00 
100.00 

Total 

$3,150.00 

$41,750.00 

$76,960.25 

$79,860.25 

$80,660.25 

Loan  Capital* 

1918 

1919 

1920 

1921 

1922 

U.M.W.  locals 

$  7,200.00 
17,500.00 

12,500.00 

3,100.00 

161.25 

$  77,467-91 
136,356-35 

12,500.00 
15,210.00 

7,599-54 
3,608.84 

$102,103.51 
163,886.35 

12,500.00 
15,830.53 
48.181.19t 
33,834.52 

$107,675.51 
163,886.35 

12,500.00 
16,830.53 
54.278.82f 
33,834-52 

U.M.W.    national    organiza- 

Total 

$40,461.25 

$25-2,742.64 

$376,336.10 

$389,005.73 

Total  Share  and  Loan  Holdings  (1922)* 

United  Mine  Workers  Locals $150,975 

U.M.W.  subdistrict  and  district  organization 164,886 

United  Mine  Workers  (National) 12 ,  500 

Other  labor  organizations 42 ,  288 

Co-operatives 63 ,  328 

Individuals 35 ,  686 


77 


Total $469 ,  665 .98 

*  All  figures  as  of  December  31. 

t  Indicates  overstatement,  some  redemption  having  taken  place. 
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TABLE  XVI 

Extent  of  Overstatement  of  the  Financial  Condition  of  the 

General  States  Co-operative  Wholesale  Society 

(1919-22) 


Date 


Report  of  Central  States 

Co-operative  Wholesale 

Society 


Amount  of 
Surplus 


Amount  of 
Deficit 


ig23  Report  ofMarwick, 
Mitchell,  Auditors 


Amount  of 
Surplus 


Amount  of 
Deficit 


Extent  of 

Over- 
statement 


May  31,  1919. 
Dec.  31,  1919. 
July  3,  1920.  . 
Jan.  8,  192 1.  . 
July  9,  192 1.. 
Jan.  7,  1922.  . 
June  24,  1922. 
Dec.  31,  1922. 


$  2,619.64 
20,783.38 
i7,933-9o 
t 


$  12,805.46! 

242,141.58 
442,651.00 


$     1,711.60* 
40,618.15 

243,197.20 

t 
222,483.13 

t 
456,049.61 


$  4,331.24 
61,401.53 


13,398.61 


*  Audit  of  Price,  Waterhouse  &  Company,  September  26,  1019. 

fNo  data  are  available. 

tOn  September  12,  1921,  the  manager  reported  an  $8,000  surplus. 
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II.     FINANCIAL  STATEMENTS 
OF  THE  NATIONAL  CO-OPERATIVE  ASSOCIATION 

TABLE  XVII 


Cash 

Inventory 

Fixtures 

Equipment 

Accts.  receivable 

Organization  expense. 

Investments .  .' 

Misc.  assets 

Unpaid  subscriptions. 


Total  assets. 


Notes  payable 

Accts.  payable 

Misc.  liabilities 

Loan  capital 

Capital  stock  subscribed. 
Undivided  earnings 


Total  liabilities . 


Dec.  1,  1919 


$   12,564.74 
25,626.10 


28,002.72 
4,435-87 


429-75 
54,468.03 


$125,530.21 

$      2,092.50 
22,828.48 


9,554-oo 

$8,717-33 
2,237.98 


$125,530.21 


Dec.  31,  1919 


$   18,218.99 

34,798.43 

3,768.10 

8,457.12 

31,869.38 

16,984.60 


661 . 74 
52,045-59 


$166,603.95 

$   14,530.74 
43,759-91 


11,895.00 

91,299.11 

5,3i9-ii 


$166,603.95 


Apr.  30,  1920 


$  2,088.84 
5I,657-70 
23,262.67 

73,744-94 
38,373-43 
12,314.27 

i,564-33 
102,416.31 


$305,422.29 

$  36,098.96 

80,919.91 

303.07 

23,434-26 

160,306.97 

4,359-12 


$305,422.29 


Aug.  31,  1920 


$  16,848.70 
38,038.65 
17,734-02 

40,702.98 

38,946.55 


2,002.31 
346,699.50 


$500,972.71 

$  19,160.00 

41,253.94 

5,619.04 

25,857.26 

407,551.28 

1,531-19 


$500,972.71 


Not  separately  classified 


APPENDIX  C 

CO-OPERATIVE  EDUCATION  IN  AMERICA 

a)  Introduction. — Co-operation  has  been  essentially  a  propagandist 
movement,  the  greater  number  of  enterprises  having  been  instigated  either 
by  the  example  of  societies  already  operating  Or  by  the  co-operative  educa- 
tional agencies  which  have  been  from  time  to  time  established.1  Because  of 
European  influence,  which  has  been  so  marked  in  the  United  States,  a  con- 
siderable number  of  workers  have  been  enlisted  in  co-operative  development. 
Particularly  since  1900  have  efforts  in  co-operative  development  been  ex- 
panding. In  191 5,  the  Co-operative  League  of  America  was  established, 
which  has  continued  as  an  educational  federation  of  co-operatives.  In  1920 
a  dual  organization,  the  Ail-American  Co-operative  Commission,  was 
launched,  emphasizing  both  producers'  and  consumers'  co-operation.  Un- 
fortunately, counsels  have  been  divided  and  co-operative  educational  efforts 
have  frequently  resulted  in  disharmony  among  leaders  with  a  consequent 
slackening  of  efforts. 

b)  Early  co-operative  educational  efforts. — Before  1900,  very  little  was 
done  to  establish  a  strong  co-operative  educational  movement.  In  the  1870's, 
two  short-lived  educational  projects  were  under  way — the  Grangers,  who 
had  a  widespread  although  decentralized  program  of  educational  activity 
in  their  local  meetings,  and  the  Sovereigns  of  Industry,  who  had  a  central 
organizing  and  educational  group  which  apparently  served  to  standardize 
their  efforts.  No  further  record  exists  until  1891,  when  a  Manual  for  Co- 
operators  appeared.  The  author  of  this  manual  offered  to  be  of  service  to 
any  group.2  Two  groups  which  claimed  to  be  national  co-operative  educa- 
tional bodies  came  into  existence  in  1895.  Their  influence,  however,  was  not 
widespread. 

However,  in  1900  the  Right  Relationship  League,  which  championed 
co-operative  education  for  more  than  fourteen  years,  began  to  make  its  influ- 
ence felt  in  the  Middle  West.  Their  attempt,  however,  in  1904  and  again  in 
191 2,  to  achieve  a  national  unity  was  premature.  About  the  same  time  as 
the  inception  of  the  Right  Relationship  League,  the  Rochdale  Wholesale 

1  For  analysis,  see  chap.  xvi. 

2  H.  Marwick,  How  to  Co-operate,  1891  (Orange- Judd). 
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Company  started  an  educational  organization  on  the  Pacific  Coast,  with  edu- 
cational work  paralleling  that  of  the  League.  And  in  191 5,  the  East  began  a 
national  educational  movement  through  the  Co-operative  League,  which 
has  since  become  prominent.  To  date,  the  final  effort  toward  a  national  edu- 
cational body  has  been  the  All-American  Co-operative  Commission,  con- 
ceived in  February,  1920. 

c)  The  development  of  the  Co-operative  League. — The  Co-operative  League 
of  the  U.S.A.,  with  its  headquarters  in  New  York  City,  is  today  the  leading 
disseminator  of  co-operative  educational  propaganda.  This  leadership  is  in  a 
large  measure  the  result  of  the  active  leadership  and  financial  support  of 
Dr.  and  Mrs.  James  P.  Warbasse.  In  191 5,  without  the  general  support  of 
co-operative  organizations  and  practically  unknown,  President  Warbasse  and 
Secretary  Scott  Perky  began  a  three-year  tour  of  the  country,  establishing  co- 
operative contacts,  giving  financial  support  to  organizations  showing  prom- 
ise, and  supplying  literature  to  aid  in  the  establishment  of  co-operative  organ- 
izations. To  foster  this  end  a  dying  New  Jersey  publication,  the  Co-operative 
Consumer,  was  purchased  and  issued  under  the  title  of  Co-operation.1 

To  realize  and  maintain  a  national  educational  federation  Dr.  Warbasse 
needed  unstinted  tact,  for  co-operation  was  everywhere  developing.  Some 
leaders  were  planning  on  the  expansion  of  their  movements  on  a  national 
basis;  others  thought  in  terms  of  consolidation  of  other  movements  with 
theirs;  and  others  still  in  terms  of  a  national  federation  of  sectional  move- 
ments, while  a  number  ignored  the  presence  of  other  existing  co-operative 
organizations. 

The  consistent  aim  of  the  Co-operative  League  was  federated  effort. 
In  the  years  191 5  and  19 16  a  growing  tendency  toward  unity  was  developed, 
but  it  was  not  until  191 8  that  active  federation  was  under  way.  In  191 7  plans 
were  laid  and  general  indorsement  secured  for  a  convention  of  American  co- 
operatives to  be  held  at  Springfield,  Illinois,  in  September,  191 8.  At  this  con- 
vention were  the  principal  leaders  of  American  co-operation:  E.  O.  F.  Ames 
from  the  Pacific  Coast  League;  Carl  Lunn  from  the  Seattle  societies;  John 
Numnivuori  from  the  Finnish  groups  in  Wisconsin,  C.  F.  Lowrie  from  the 
Co-operative  Wholesale  Society  of  America  (St.  Paul) ;  Duncan  McDonald 
from  the  Central  States  Co-operative  Society ;  Dalton  T.  Clarke  from  the  Tri- 
State  Co-operative  Society  (Pittsburgh);  and  K.  E.  Grandahl  of  the  New 
England  Finnish  societies. 

During  this  convention  considerable  enthusiasm  was  manifested  and  the 
185  delegates  present2  came  to  recognize  the  league  as  the  educational 

1  Title  changed  in  1918.  2  Representing  386  co-operative  societies. 
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union  of  American  co-operatives.  The  great  enthusiasm  was  responsible  for 
the  acceptance  of  the  report  of  the  committee  on  wholesale,  which  moved  to 
consolidate  all  of  the  then-existing  wholesales  into  a  single  organization,  aim- 
ing to  supply  co-operatives  throughout  the  country  at  reduced  costs,  and 
to  establish  branches  wherever  needed  and  desired.  Reports  of  the  conven- 
tion indicate,  indeed,  "a  hunger  for  the  higher  expressions  of  co-operation."1 
Organizations  which  had  been  fighting  alone  were  to  unite  harmoniously  in 
an  organization  for  educational  work.  Even  on  the  business  side  efforts  were 
to  be  in  unison,  for  the  wholesale  committee,  composed  of  representatives  of 
existing  wholesales,  was  pledged  to  joint  action.  Never  had  the  outlook  for 
American  co-operative  development  seemed  so  bright. 

d)  Controversies  in  co-operative  education. — The  great  possibilities  of  co- 
operative education  were  little  realized.  For  two  years,  dissension  pre- 
dominated in  the  American  co-operative  movement.  Personal  interpreta- 
tions of  co-operation  brought  antagonisms  between  the  leaders,  who,  in  many 
cases,  neglected  to  serve  the  movement,  in  the  effort  to  secure  an  advantage 
over,  or  retard  the  progress  of,  a  co-operative  opponent.  One  of  the  most  out- 
standing facts  of  the  period  1918-20,  indeed,  appears  to  have  been  the  failure 
of  those  preaching  co-operation  to  co-operate.  In  these  conflicts  an  Illinois 
organization,  the  National  Co-operative  Association  (wholesale),  was  per- 
haps the  storm  center,  the  controversy  later  shifting  to  the  Pacific  Coast 
League,  which  was  acting  in  intimate  relationship  with  the  National  Asso- 
ciation. 

Almost  without  exception  the  record  of  those  leading  the  Rochdale  co- 
operative movement  appears  to  be  that  of  sincerity  and  devotion.  All  were 
convinced  of  the  correctness  of  the  principle  of  co-operation,  the  conflict 
being  caused  rather  by  its  method  of  application  and,  in  a  measure,  by  the 
question  as  to  who  was  to  apply  it. 

In  these  conflicts  the  Co-operative  League  took  a  leading  role,  President 
Warbasse  standing  out  as  a  man  of  intimate  acquaintance  with  the  American 
and  foreign  co-operative  movements.  His  leadership,  although  ratified  at  the 
1918  convention,  was  not  long  accepted  by  all,  for  at  that  convention  the 
League  had  far  overstepped  the  sphere  of  an  educational  body  by  the  forma- 
tion of  a  committee  on  wholesale,  which  had  launched  a  new  merchandising 
organization,  the  National  Co-operative  Association. 

Soon  after  the  action  of  the  convention  in  adopting  the  plan  for  the 
amalgamation  of  all  existing  wholesales  into  the  new  organization,  President 
Walker  of  the  Central  States  Co-operative  Wholesale  Society  repudiated  the 

1  Co-operative  Consumer,  Vol.  IV,  No.  11,  p.  161. 
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agreement.  His  action  was  soon  followed  by  the  St.  Paul  wholesale  and 
by  the  Finnish  groups.  Despite  this  manifest  antagonism,  Dr.  Warbasse  dur- 
ing the  greater  part  of  1919  continued  to  sponsor  the  National  Association. 
As  a  first  step  toward  realization,  plans  (these  subject  to  the  favorable  con- 
sideration of  those  co-operators  who  had  pledged  their  support  at  the  19 18 
convention)  were  laid  to  place  wholesales  at  Seattle,  Chicago,  and  Hoboken. 
Retail  store  corporations  to  promote  the  formation  of  co-operatives  on  a 
chain  store  basis1  were  also  planned. 

The  harmony  which  existed  between  league  officials  and  the  leaders  of 
the  National  was,  however,  short-lived.  The  details  which  surrounded  the 
League's  change  of  attitude  are  somewhat  confused,  but  the  following  con- 
clusions seem  clear:  (1)  that  shortly  after  the  inauguration  of  the  Co-opera- 
tive wholesales  and  the  retail  chain  stores  (products  of  the  Co-operative 
League  convention),  Dr.  Warbasse  began  to  call  attention  to  what  he  be- 
lieved to  be  defects  in  organization  methods;  (2)  that  after  a  period  of  mild 
advice,  these  criticisms  became  pronounced;  (3)  that  officials  of  the  National 
Association  paid  little  heed  to  the  principal  advice  given  by  Dr.  Warbasse — 
that  centralization  and  store  promotion  spelled  ruin  for  the  movement.  This 
controversy  was  not  one  in  which  Dr.  Warbasse  and  Mr.  Clarke  alone  were 
concerned.  The  manager  of  the  Central  States  Wholesale,  Robert  McKechan, 
was  not  reserved  in  his  criticisms  of  the  officials  of  the  National. 

Other  controversies  also  retarded  the  development  of  co-operative  unity. 
Although  Manager  McKechan  was  in  harmony  with  the  Co-operative 
League,  President  Walker  of  the  Central  States  Co-operative  Wholesale  So- 
ciety was  at  odds  with  Dr.  Warbasse  during  most  of  this  period,  terming  the 
latter  a  meddler,  and  at  one  time  indicated  that  Dr.  Warbasse  was  a  paid 
agent  of  capitalists.  Further  complicating  this  relationship,  President  Walker 
in  1920  began  a  bitter  personal  attack  upon  Duncan  McDonald  of  the 
National  Association — a  staunch  supporter  of  Dr.  Warbasse  and  an  out- 
standing figure  in  Illinois  co-operative.2  Outside  of  Illinois  the  breach  was  no 
less  serious.  The  League  had  challenged  what  it  considered  to  be  question- 
able practices  of  the  Co-operative  Wholesale  Society  of  America  (St.  Paul), 
which  organization  had  furnished  one  of  the  leaders  of  the  National  Associa- 
tion.3 The  Tri-State  movement  quickly  came  under  fire  when  the  league 

1  Strictly  speaking,  the  retail  stores  were  entirely  unauthorized  by  the  con- 
vention. 

2  Mr.  McDonald  was  later  to  stand  by  the  National  group  in  their  opposition  to 
Dr.  Warbasse. 

3  C.  F.  Lowrie. 
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noted  what  it  considered  promotion  practices.  In  the  meantime  the  Tri-State 
organization's  leader  (President  Clarke's  successor)  had  split  with  the  Na- 
tional, and  the  organization  in  March,  1920,  was  again  divided  over  joining 
with  the  Central  States  Co-operative  Association. 

On  the  Pacific  Coast,  a  powerful  co-operative  organization,  the  Pacific 
Coast  League,  led  by  E.  O.  F.  Ames,  came  under  criticism  for  alleged  ques- 
tionable practices  of  centralized  promotion.  In  Seattle,  the  National  Co- 
operative Association  found  its  branch  office  greatly  embarrassed  through 
difficulties  with  the  League.  In  the  Hoboken  branch  office  animosity  was 
aroused  to  an  even  higher  pitch,  the  harmony  which  caused  its  organization 
in  the  office  of  the  Co-operative  League  having  entirely  vanished. 

In  Chicago,  the  influence  of  the  league  was  not  marked,  as  the  Chicago 
Federation  of  Labor  continued  its  support  of  the  National  Association  until 
the  end.  Only  occasional  dissent  resulted  from  the  League's  efforts. 

The  year  1920  brought  the  difficulties  to  a  head.  The  National  Co-opera- 
tive Association  early  in  that  year  was  instrumental  in  calling  the  first  Ail- 
American  Farmer-Labor  Co-operative  Congress  at  Chicago,1  which  organ- 
ization had  in  the  main  the  same  objective  as  the  Co-operative  League.2  As 
opposition  to  the  National  Association  grew,  and  as  leaders  seemed  more  and 
more  irreconcilable,  all  eyes  were  turned  to  the  biennial  convention  of  the  Co- 
operative League.  This  meeting  Dr.  Warbasse  had  hoped  to  hold  at  St. 
Louis  where  he  might  gain  support  from  the  Central  States  Co-operative 
Society,  but  through  the  antagonism  of  President  Walker  of  that  organiza- 
tion, the  convention  assembled  at  Cincinnati,  Ohio,  in  November,  1920.3 
Two  stormy  days  followed  in  which  the  leaders  of  the  National  Co-operative 
Association,  the  Co-operative  League,  and  the  Pacific  Coast  League  were 
allowed  to  state  their  respective  positions.  The  result  was  that  Dr.  Warbasse 
and  the  other  officers  of  the  Co-operative  League  were  thoroughly  upheld, 
the  representatives  of  the  National  Association  were  unseated,  and  both 
organizations  condemned.4  The  writer  does  not  have  sufficient  evidence  to 

1  The  creation  of  this  commission  placed  the  leaders  of  the  National  Association 
in  the  anomalous  position  of  being  sponsors  of  a  dual  movement,  while  acting  on 
their  responsibilities  as  committeemen  of  the  Co-operative  League  in  creating  a 
co-operative  wholesale. 

2  The  All-American  Co-operative  Commission  differs  in  that  it  advocates  pro- 
ducers' co-operation  as  well  as  consumers'  co-operation. 

s  See  p.  223. 

4  Report  of  the  Second  Convention  of  the  Co-operative  League,  1920,  Cincinnati, 
p.  60. 
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say  whether  this  action  was  well  advised  in  the  case  of  the  Pacific  Coast 
League.  Even  the  most  staunch  supporters  of  that  organization  admit  that, 
before  its  bankruptcy  in  192 1,  questionable  promotion  practices  had  been 
used.1  However,  the  evidence  presented  to  the  convention  against  the  Pacific 
Coast  League  was  not  convincing.  Only  one  indication  of  protest  on  the  part 
of  the  branch  stores  (in  which  the  Pacific  League  was  primarily  concerned) 
is  shown  in  the  record.  Moreover,  the  letters  presented,  testifying  to  the 
evasiveness  of  Mr.  Ames,  were  of  a  character  which  would  require  a  more 
penetrating  hearing  before  judgment  could  be  passed  in  a  matter  which  so 
deeply  affected  the  growth  of  Pacific  Coast  co-operation.  Furthermore,  the 
widespread  operations  of  the  Pacific  Coast  League  and  its  long  record  of 
operations  should  have  guaranteed  it  a  fair  and  thorough  trial  before  meet- 
ing with  the  condemnation  of  American  co-operators.  The  significance  of  this 
point  lies  in  the  peculiar  nature  of  co-operative  organizations  which  makes 
criticism,  especially  from  a  co-operative  channel,  a  powerful  force  in  building 
up  or  tearing  down  a  movement.  That  the  constituent  societies  affiliated 
with  the  Co-operative  League  should  have  been  given  the  opportunity  to 
pass  on  the  matter  before  the  officials  of  the  League  broadcast  their  condemna- 
tion seems  to  be  of  utmost  importance.  Should  such  action  endanger  the 
movement  through  the  tardiness  necessarily  involved,  the  remedy  appears  to 
be  that  of  holding  more  frequent  conferences  or  of  employing  a  referendum. 

The  case  of  the  National  Association  contained  problems  of  a  similar 
character.  Here  the  attack  was  made  on  the  ground  (1)  that  the  officials  did 
not  represent  the  views  of  the  rank  and  file;  (2)  that  questionable  methods  of 
promotion  and  operation  were  being  used,  especially  in  the  New  York  dis- 
trict. Fortunately,  in  this  case  the  debate  was  more  lengthy  and  more  con- 
vincing. Disgruntled  representatives  from  eastern  societies  which  had  been 
connected  with  the  National  revealed  a  condition  of  apparent  incompetence 
on  the  part  of  the  governing  officials  as  well  as  of  exaggerated  promises  and 
undemocratic  elections.  President  Walker  of  the  Central  States  Co-operative 
movement  was  the  only  critic  of  the  Chicago  office.  He  stated  that  he  had 
been  informed  by  the  National's  bookkeeper  of  manipulation,  graft,  and 
the  keeping  of  double  sets  of  books.  The  last-named  charge  President  Walker 
might  have  known  to  be  untrue,  for  an  audit  by  Price  Waterhouse  and  Com- 
pany had  revealed  to  all  the  true  status  of  the  business — a  far  different  con- 
clusion from  that  presented  by  the  bookkeeper. 

In  the  matter  of  the  National  Association,  judgment  is  difficult  to  pass. 

1  Interview  with  C.  F.  Lowrie,  December,  1923.  Mr.  Lowrie  states  that  Mr. 
Ames  might  claim  justification  on  the  basis  of  "clinging  to  the  last  straw." 
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Unquestionably  all  the  leaders  were  sincere  and  desirous  of  seeing  a  real 
growth  of  co-operation.  The  writer  has  elsewhere  indicated  the  inadvisability 
of  uniting  the  three  district  wholesales  into  a  national  organization,  the 
faulty  control  over  the  work  of  the  district  organizations,  and  the  purposeful 
centralization  of  power — all  of  which  spelled  failure.1  Whether  through  mu- 
tual agreement  a  way  could  have  been  discovered  to  eliminate  the  unsound 
character  of  the  National's  plan  and  to  retain  its  strong  features  is  an  open 
question.  It  is  clear,  however,  that  all  concerned,  including  the  officers  of 
the  League,  did  not  whole-heartedly  and  continually  seek  an  amicable  and 
equitable  adjustment  of  differences. 

Shortly  after  the  convention  came  the  failure  of  the  National  Co-opera- 
tive Association,  which  was  followed  by  that  of  the  Pacific  Coast  League. 
The  Tri-State  organization  and  the  Co-operative  Wholesale  Society  of 
America  (St.  Paul)  had  previously  entered  the  bankruptcy  courts.  This  left 
only  the  Finnish  Wholesale  (the  Superior  Central  Exchange)  and  the  Central 
States  Co-operative  Wholesale  as  survivors.  Of  these  two,  the  latter  was  fear- 
ful of  attack,  Manager  McKechan  writing:  "I  do  not  think  but  what  the 
Central  States  method  of  co-operative  activity  may  become  outlawed  by  the 
League  at  some  future  date."2  To  this  the  League  replied  that  as  long  as  the 
Central  States  movement  was  honestly  conducted,  it  need  fear  no  destructive 
criticism.  The  League  was,  however,  unconvinced  as  to  the  possibility  of  suc- 
cessful operation  of  the  American  Rochdale  plan.  It  accurately  predicted  the 
result  of  an  attempt  to  blend  co-operation  and  labor  politics  into  a  central- 
ized cost-plus  plan.  Educational  work  was  stressed  as  a  prerequisite  to  suc- 
cess under  the  American  Rochdale  plan.  When,  in  1922,  the  Central  States 
organization,  afflicted  by  the  majority  of  co-operative  diseases,  had  almost 
succumbed,  the  League  stepped  in,  lent  a  ready  hand,  and  allowed  that  or- 
ganization to  continue. 

The  history  of  the  efforts  toward  educational  federation,  as  centered  in 
the  Co-operative  League,  is  thus  a  checkered  one  and  not  easily  judged.  Men 
were  human,  the  movement  was  young,  leaders  were  untested,  and  intolerance 
was  all  too  prevalent. 

To  have  succeeded  in  the  effort  of  co-operative  educational  federation 
a  leader  was  needed  with  the  ability  to  meet  difficult  situations,  to  conciliate, 
and  to  co-operate.  Tolerance  was  most  necessary.  Instead,  the  president  of 
the  league,  Dr.  Warbasse,  was  a  man  uncompromising  in  character,  strong 
in  his  beliefs,  and  often  unwilling  to  give  those  who  differed  from  him  a  fair 

1  See  p.  112. 

2  Letter  of  Robert  McKechan  to  J.  P.  Warbasse,  November  30,  1920. 
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hearing  before  boldly  stating  his  position.  His  opponents  have  called  him  a 
theorist  and  "impractical."  This,  however,  did  him  an  injustice,  for  the 
advice  which  he  (and  his  colleagues)  gave  was  unusually  sound  and  reflected 
the  standardized  character  of  the  British  movement.  That  he  in  many  cases 
missed  his  point  by  adding  suggestions  which  tended  to  detract  from  the  force 
of  his  observation  was  true.1  But,  for  a  man  who  saw  clearly  the  possibilities 
of  co-operation  and  discerned  the  rocks  on  which  it  might  be  wrecked,  Dr. 
Warbasse  stood  almost  alone  among  the  leaders  of  American  co-operation. 

e)  The  work  of  the  Co-operative  League. — Especially  has  the  League  in- 
sisted upon  educational  work,  recognizing  the  fact  that  "a  movement  cannot 
be  sound  unless  it  has  an  underlying  culture."  To  this  end,  it  serves  as  a 
clearing  house  for  co-operative  information,  disseminating  knowledge  to  new 
societies  to  enable  them  to  start  light,  distributing  at  cost  'literature  dealing 
with  the  "history,  principles,  philosophy,  technique,  and  aims  of  co-opera- 
tion," publishing  pamphlets  and  two  periodicals,  supplying  the  press  with 
co-operative  information,  encouraging  co-operative  studies  by  sending  out 
lecturers,  starting  women's  guilds,  conducting  a  co-operative  employment 
bureau,  promoting  co-operative  legislation,  keeping  in  touch  with  European 
movements,  and  organizing  societies  into  federated  educational  groups. 

Many  Illinois  co-operative  societies  owe  much  to  the  League  for  timely 
aid,  and  the  whole  movement  is  indebted  for  its  general  increase  in  vitality. 
Unfortunately,  the  financial  support  of  the  League  has  to  date  scarcely  been 
in  proportion  to  service  rendered,  the  reason  frequently  being  lack  of  ap- 
preciation of  the  necessity  of  co-operative  education.  A  striking  illustration 
of  this  point  is  indicated  in  the  statement  of  a  former  official  of  a  defunct 
Carbondale  (Illinois)  railwaymen's  store:  "The  Co-operative  League  helped 
us  some,  but  was  always  trying  to  sell  us  some  junk  (literature) — we  didn't 
buy  any."2 

It  is  rather  to  the  credit  of  Dr.  and  Mrs.  Warbasse  than  to  the  good 
judgment  of  the  co-operative  movement  that  the  educational  work  of  the 
League  has  continued.  Since  at  present  co-operative  education  in  America 
seems  to  stand  or  fall  with  the  Co-operative  League,  a  much  more  healthy 
condition  will  be  reflected  when  the  League  stands  firmly  on  its  own  feet  as  a 
co-operative  educational  federation.  Philanthropy  is  at  best  but  a  poor  sub- 
stitute for  self-help. 

1  Such  as  connecting  an  admirable  criticism  of  the  National  Wholesale  with  the 
suggestion  that  the  secretary-treasurer  in  Illinois  handle  all  funds. 

2  Statement  of  T.  J.  Whitacre,  September  23,  1923. 
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f)  Other  co-operative  educational  organizations. — Other  organizations 
actively  engaged  in  co-operative  educational  work  are  the  All-American 
Co-operative  Commission  and  the  recently  organized  educational  depart- 
ment of  the  Central  States  Co-operative  Wholesale  Society.  The  former, 
fostered  by  the  Brotherhood  of  Locomotive  Engineers,  has  been  most 
serviceable  in  the  starting  of  labor  banks.  It  also  furnishes  a  press  release 
service  and  acts  in  an  advisory  capacity  to  co-operatives.  Unfortunately,  the 
Commission  frequently  exaggerates  its  stories  of  co-operative  successes  and 
is  not  wholly  discriminating  in  its  indorsements. 

The  educational  department  of  the  Central  States  Co-operative  Whole- 
sale Society  is  affiliated  with  the  Co-operative  League.  In  its  one  year  of 
operation,  it  has  published  a  very  creditable  magazine,  the  United  Consumer, 
and  has  brought  about  a  distinct  revival  of  interest  among  Illinois  co-opera- 
tives. Picnics  have  been  held  under  its  auspices,  lectures  and  conventions 
have  been  arranged  at  frequent  intervals,  and  under  able  guidance  its  pros- 
pects are  bright.  Its  activities  have  been  more  fully  described  elsewhere.1 

1  See  chap.  vii. 
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LIST  OF  ILLINOIS  CO-OPERATIVE  SOCIETIES 
IN  OPERATION  ON  OCTOBER  1,  1923 

Society 

Farmers'  Co-operative  Store 

Ava,  Illinois 

Beardstown  Co-operative  Mercantile 
Association 

Beardstown,  Illinois 

Belleville  Co-operative  Store  Com- 
pany 

217  E.  Main  St. 

Belleville,  Illinois 

Benld  Co-operative  Society 

Benld,  Illinois 

Bingham  Co-operative  Equity  Ex- 
change 

Bingham,  Illinois 

Union  Store 

Birkner  Station,  Illinois 

(East  St.  Louis,  R.D.  4) 

Bloomington  Co-operative  Society 

529  N.  Main  St. 

Bloomington,  Illinois 

Breese  Co-operative  Society 

Breese,  Illinois 

Farmers'  Exchange 

Brubaker,  Illinois 

Burgess  Co-operative  Merchantile 
Company 

Burgess,  Illinois 

Farmers'  Equity  Exchange 

Brownstown,  Illinois 

*  Rochdale. 

tKey  to  abbreviations:  F=farmers;  M=miners;  R=railwaymen;  B=building  trades;  Ma> 
machinists;  St=students. 
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Secretary 

Group 

S.  J.  Thompson 

F*f 

R.  S.  Best 

R 

Branch  of  C.S.C.W.S. 

M 

Thomas  Crookston 

M* 

Fred  Probst 

F* 

Not  yet  elected 

M 

Mrs.  D.  D.  Dane 

R-B* 

Branch  of  C.S.C.W.S. 

M 

R.  A.  Horst 

F* 

Nelson  Dunlap 

F* 

F* 

402     CONSUMERS'  CO-OPERATIVE  MOVEMENT  IN  ILLINOIS 


Society  Secretary 

Farmers'  Co-operative  Grain,  Live- 
stock, and  Supply  Company 

Butler,  Illinois  James  Busby 

Campbell    Hill    Progressive    Mercan- 
tile Company 

Campbell  Hill,  Illinois 

Canton  Rochdale  Co-operative  So- 
ciety 

1 68  E.  Elm  St. 

Canton,  Illinois 

Twin  City  Co-operative  Society 

115  N.  First  St. 

Champaign,  Illinois 

Progressive  Co-operative  Store 

237  Thomas  Street 

Christopher,  Illinois 

Clinton  Co-operative  Association 

Clinton,  Illinois 

Farmers  Cash  Exchange 

Colchester,  Illinois 

Farmers'  Co-operative  Store 

Cooksville,  Illinois 

Just  Right  Store 

Coulterville,  Illinois 

Equity  Cash  Exchange 

Cowden,  Illinois 

Union  Co-operative  Association 

n  Jackson  St. 

Danville,  Illinois 

Edwardsville  Co-operative  Society 

Edwardsville,  Illinois 

Farina  Farmers'  Co-operative  Store 

Farina,  Illinois 

Farmington  Co-operative  Society 

Farmington,  Illinois 

Forest  City  Co-operative  Association 

Forest  City,  Illinois 


Gsoup 


Arnold  Knopf 

F* 

E.  Bennett 

M-Ma* 

B.  J.  Butler 

R* 

Mike  Vigliocco 

M* 

Samuel  Schell 

R* 

John  Jefferson 

F 

E.  Pitzer 

F* 

George  Pinkerton 

F-M* 

Fred  Hudson 

F* 

Not  yet  elected 

M 

P.  P.  Lusk 

M* 

J.  L.  Heicher 

F* 

Neil  Thompson 

M-R-F* 

Mrs.  V.  C.  Neikirk 

F 

Rochdale. 
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Society 

Mason  Co-operative  Store 

Forest  City,  Illinois 

Galesburg  Co-operative  Society 

1 1 50  E.  Losey  St 

Galesburg,  Illinois 

Union  Co-operative  Association 

Georgetown,  Illinois 

Gillespie  Co-operative  Society 

Gillespie,  Illinois 

Glen  Carbon  Co-operative  Society 

Glen  Carbon,  Illinois 

Herrick  Co-operative  Equity  Ex- 
change 

Herrick,  Illinois 

Union  Supply  Association 

Herrin,  Illinois 

Lombard  Society  Store 

no  N.  14th  St. 

Herrin,  Illinois 

Schram  City  Co-operative  Store 

Hillsboro,  Illinois 

Hookdale  Equity  Exchange 

Hookdale,  Illinois 

Johnston  City  Co-operative  Associa- 
tion 

Johnston  City,  Illinois 

Kincaid  Co-operative  Society 

Kincaid,  Illinois 

Co-operative  Mercantile  Co. 

Kinmundy,  Illinois 

Ladd  Co-operative  Society 

Ladd,  Illinois 

Livingston  Co-operative  Society 

Livingston,  Illinois 

Union  Co-operative  Association 

Marion,  Illinois 

Mark  Co-operative  Society 

Mark,  Illinois 

*  Rochdale. 


Secretary 

Group 

Mrs.  V.  C.  Neikirk 

F 

C.  W.  Walker 

R-B* 

Br.  of  C.S.C.W.S. 

M 

Reorganizing 

M* 

Joash  Critchley 

M* 

George  Berryman 

F* 

Br.  of  C.S.C.W.S. 

M 

John  Barbaglia 

M* 

M 

Aaron  Wise 

F* 

Br.  of  C.S.C.W.S. 

M 

M* 

F.  C.  Cockrell 

F* 

Joseph  Bellereni 

M* 

John  Gorenz 

M* 

Br.  of  C.S.C.W.S. 

M 

A.  Piacentini 

M* 
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Society 

Maryville  Co-operative  Society 

Maryville,  Illinois 

Producers'  and  Consumers'  Co-oper- 
ative Association 

Mascoutah,  Illinois 

Matherville  Co-operative  Society 

Matherville,  Illinois 

Momence  Co-operative  Society 

Momence,  Illinois 

Mount  Olive  Co-operative  Society 

Mount  Olive,  Illinois 

New  Windsor  Co-operative  Company 

New  Windsor,  Illinois 

Union  Co-operative  Association 

Nokomis,  Illinois 

Waukegan  and  North  Chicago  Co- 
operative Association 

1039  Prescott  St. 

North  Chicago,  Illinois 

Odin  Co-operative  Association 

Odin,  Illinois 

Pana  Co-operative  Society 

6  State  St. 

Pana,  Illinois 

Union  Co-operative  Association 

Panama,  Illinois 

Percy  Co-operative  Store 

Percy,  Illinois 

Beaucoup  Farmers'  Co-operative 

Pinkneyville,  R.D.,  Illinois 

Pittsburg  Equity  Exchange 

Pittsburg  (Vandalia,  R.D.),  Illinois 

Illinois  Farmers'  Co-operative  Asso- 
ciation 

Pontiac,  Illinois 

Quincy  Co-operative  Society 

501  N.  5th  St. 

Quincy,  Illinois 

*  Rochdale. 


Secretary 

Group 

James  Sheltor 

M* 

G.  E.  Schaubert 

M* 

R.  R.  Jackson 

M* 

Ray  Shanck 

R* 

W.  Lorenz 

M* 

Tom  Plunkett 

Y* 

Br.  of  C.S.C.W.S. 

M 

Powell  Peklaj 

Ma* 

W.  H.  Jackson 

M* 

Thomas  Johnson 

M* 

Br.  of  C.S.C.W.S. 

M 

M.  Wheatley 

M* 

Max  Nehring 

F* 

Frank  Thompkins 

F* 

G.  P.  Mann 

F* 

Mr.  Witt 

R* 
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Society 

Secretary 

Group 

Ramsey  Co-operative  Store 

Ramsey,  Illinois 

R.  G.  Hill 

F* 

Richland  Co-operative  Elevator 

Company 

Richland,  Illinois 

Fred  Perry 

F* 

Ridge  Farm  Co-operative  Company 

Ridge  Farm,  Illinois 

John  Chamberlain 

F* 

Riverton  Co-operative  Society 

Riverton,  Illinois 

D.  Jones 

M* 

Union  Co-operative  Association 

Roanoke,  Illinois 

August  DeLorine 

M* 

Rockford  Co-operatives 

527  7th  St. 

Rockford,  Illinois 

Misc.* 

Union  Supply  Association 

Royalton,  Illinois 

Br.  of  C.S.C.W.S. 

M 

Sparta  Co-operative  Society 

Sparta,  Illinois 

George  Woodside 

M* 

Ideal  Co-operative  Association 

Sparta,  Illinois 

Earl  Morrison 

M* 

Union  Supply  and  Fuel  Company 

Staunton,  Illinois 

G.  Deppe 

M* 

Buchanan  Supply  Company 

Steeleville,  Illinois 

John  Benson 

F* 

Farmers'  Co-operative  Store 

Stronghurst,  Illinois 

A.  C.  Brook 

F 

Hillsboro  Co-operative  Association 

Taylor  Springs,  Illinois 

Adam  Panscik 

M* 

Tilden  Labor  Co-operative  Associa- 

tion 

Tilden,  Illinois 

John  Jasinski 

M 

Tovey  Rochdale  Co-operative  Society 

Tovey,  Illinois 

Herman  Smith 

M* 

Troy  Co-operative  Society 

Troy,  Illinois 

Br.  of  C.S.C.W.S. 

M 

Engineers'  Co-operative  Society 

Urbana,  Illinois 

D.  L.  Chaney 

St* 

*  Rochdale. 
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Society 

Secretary 

Group 

Vera  Equity  Exchange 

Vera,  Illinois 

B.  F.  Williams 

p* 

Villa  Grove  Co-operative  Society- 

Villa  Grove,  Illinois 

J.  F.  Hollingsworth 

R* 

Virden  Co-operative  Society 

Virden,  Illinois 

Br.  of  C.  S.  C.  W.  S. 

M 

Co-operative  Trading  Company 

665  McAllister  Ave. 

Waukegan,  Illinois 

J.  N.  Hautala 

B-Ma-F* 

Lithuanian     Co-operative    Trading 

Corporation 

Waukegan,  Illinois 

Charles  Nabard 

Ma* 

Witt  Co-operative  Society 

Witt,  Illinois 

G.  I.  Ball 

M* 

There  are  possibly  co-operative  societies  at:  Cave-in-rock,  Crossville, 
Claremont,  Melrose  Park,  Louisville,  and  Orangeville. 

CHICAGO   SOCIETIES 

Chicago     Co-operative    Bookstores 

Company 
307  Plymouth  Court  T.  P.  Cooper  * 

Roseland  Co-operative  Association 

1 1000  Michigan  Ave.  C.  F.  Lowrie  * 

Workmen's  Co-operative  Mercantile 

Association 
2659  Crawford  Ave.  Joseph  Smid  * 

*  Rochdale. 


Interviewed 
Name  of  Society: 


APPENDIX  E 
DATA  SHEET 

Date  of  visit. 


Class  of  Society:                  mercantile                   credit                 housing 
Type  of  Activity:  Groceries   Shoes   Drygoods   Hardware   Auto  Supplies 
Drugs   Baking   Laundry    Clothing   Restaurant   Fruit 
Hotel     Manufacturing 

Location  of  Stores:  


Name  of  Manager: 

Form  of  Organization:  Corporation  Corporation  under  Co-operative  Law 
Common  Law  Trust    Partnership. 
i.  Year  of  organization 


2.  Year  of  incorporation. 


Administration  of  Society: 

i.  Voting:  One  man  one  vote 

On  shares  held 
Proxy  voting 
Absentee  voting 

2.  Meetings:        Number  of  year 

Average  attendance 

3.  Shares:  Par  value 


Maximum  No. 
Minimum  No. 

Transferable 

Redeemable 
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4.  Membership:  Nationality 


Occupations. 


Typical  weekly  wage- 


Trade  Union  affiliations 

Are  women  members? 

5.  Number  of  members: 

1913 I9i8_ 

1914 1919- 

At  end  of :  1915 1920. 

I916 __     I92I_ 

1917 I922_ 

(1923)- 


The  Stores: 


1913 
1914 

1915 
1916 
1917 
1918 
1919 

I}20 

1921 

1922 

(1923) 


NET  PROFIT  (BEFORE  INTEREST) 

1913  _ 

1914  

1915  

1916 

1917  

1918  

1919  

1920  

1921  

1922  

(1923)  


DATA  SHEET  409 


SHARE  CAPITAL  OUTSTANDING                                            LOAN  CAPITAL  OUTSTANDING 
1913  


1914 

1915 
I9l6 

At  end  of:  191 7 
1918 
1919 
1920 
1921 
1922 
(1923) 


MEMBER  NON-MEMBER 

Shares         Purchases      Purchases        Surplus 


Per  cent  paid:  1913 
1914 

1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 


5.   Balance  sheet 


Cash 

Accts.  rec 

Property 

Furn.  and  fix. 


Date  Del.  equip. 

Stock  inv._ 


Total  Assets. 
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Liabilities 

Accts.  pay 

Notes  pay 

Loans  by 

Members 


Cap.  Stock 
Surplus 


Total  Liabilities. 
6.    Operating  expenses:  Rent 


Light  and  heat 
Delivery 


Year  Credit  loss  _ 

Wages 

Advertising- 
Taxes 


Per  cent  on  sales: 

Total 

7.    Sales  policy:  a)  Market  Price: 

Cost-plus : 


b)  Refund  system 
Checks 
Slips 
Bookkeeping: 


c)  Credit: 


8.    Purchase  policy: 

a)   Membership  in  co-operative  wholesale: 


b)   Purchases  from  co-operative  wholesale: 
(1)  Items: 
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(2)  Amounts: 

AMOUNT                        PER  CENT  OF  TOTAL  AMOUNT                 PER  CENT  OF  TOTAL 

I9I3_ I9l8 

1914 1919 

191 5 1920 

1916 1921 

1917 1922 


(1923) 


(3)    Co-operation  with  what  producers  societies: 


(4)  Terms  of  purchase: 

(5)  Bills  discounted: 

(6)  Barter: 


Operation  of  stores: 

a)  Executive  or  managing  committee  duties: 


b)   Managers:  Number. 


Payment,  method 
Bonded 


c)   Clerks:       Number. 


System  of  payment- 
Members 


Allowed  discount 


Comparative  wage  scale. 
Personnel  work 


10.    Store  arrangement: 
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1 1 .    Advertising  policy : 

Social  Activities  of  the  Society: . 


Educational  and  Charitable  Policies:  Fund. 


Special  Features:   i.  Historical  sketch: 


2.  Competition  with  other  stores  and  dealings  with 
private  wholesales: . 


3.  Difficulties  and  prospects: 


Opinions  of  Outsiders: 


INDEX 


INDEX 


Advertising  and  selling  expenses,  289 

Aims,  co-operative,  286-87 

All- American  Co-operative  Commission, 
224,  392-93,  400 

Allen,  H.  H.,  127 

American  Federation  of  Labor,  230 

American  Rochdale  movement,  13 

American  Rochdale  plan:  the  develop- 
ment of  the,  50-69;  the  failure  of  the, 
70-92 

Appraisal  of  Illinois  co-operatives,  an 
comparative  operating  costs,  277-80 
comparative  survival  record,  280-86 
extent  of  realization  of  aims,  286-94 

Association  of  Co-operators  in  America, 
198 

Auditing  and  accounting,  253-57 

Ava,  Farmers  Co-operative  Store  of,  315 

Beardstown    Co-operative    Mercantile 

Association,  316 
Belleville,  Co-operative  Stores  of,  317 
Benld  Co-operative  Society,  318-19 
Bethel,  G.  P.,  31 

Bingham,     Co-operative     Equity    Ex- 
change, 319 
Birkner  Station,  Union  Store  of,  320 
Bloomington  Co-operative  Society,  320- 

22 
Breese  Co-operative  Store,  322 
British  co-operative  movement,  301 
Brower,  James  H.,  29,  141,  238 
Brubaker,  Farmers'  Exchange  of,  324 
Bureau  of  Co-operative  Societies,  230 
Burgess  Co-operative  Society,  324 
Butler,  Farmers'  Grain,  Livestock  and 
Supply  Co.  of,  325 

Campbell  Hill,  Farmers  Union  Store  of, 

325 
Canton  Rochdale  Co-operative  Society, 

325-26 


Capital,  co-operative,  260,  268-70,  301- 
2,  305,  307 

Central  States  Co-operative  Society, 
12,  38-49;  societies  affiliated  with,  48 

Central  States  Co-operative  Wholesale 
Society:  amendments  to  constitu- 
tion, 1922,  88;  attempts  at  rebuilding, 
83-94;  attitude  toward  National  Co- 
operative Assoc,  109;  constitution  of, 
55—56;  convention  of  1920,  62-66; 
convention  of  1921,  73-77;  disruption 
of  the  movement,  77-83;  educational 
work,  64,  92,  98-100;  effect  of  de- 
pression on,  66-69;  financial  state- 
ments of,  388;  forces  halting  expan- 
sion of,  59-61;  investment  in,  56; 
losses  of,  91-92;  opening  of,  51;  pro- 
posed merger  with  National  Co- 
operative Association,  104;  sales  of, 
59;  shareholdings  in,  389 

Chambers,  Joseph,  15 
Champaign,    Twin    City    Co-operative 
Society  of,  327-28 

Chicago  Amalgamated  Trust  and  Sav- 
ings Bank,  151-52 

Chicago,  co-operation  in:  conclusions  to 
be  drawn  from,  152-54;  development 
of,  141-45;  list  of  societies,  142-43; 
failures,  144-45;  history  of  existing 
societies,  145-52; 

Chicago  Co-operative  Bookstores  Co., 
149 

Chicago  Federation  of  Labor,  1 14-18, 
126-27,  178 

Christopher,  Progressive  Co-operative 
Store  of,  328-29 

Clarke,  Dalton  T.,  104,  1 15-16,  238 

Clinton  Co-operative  Association,  329- 

30 
Colchester,  Farmers  Cash  Exchange  of, 

330-31 
"Commercial  Revolution,"  the,  298 
Competition,  288 
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Consumer's  Alliance-National,  n,  29- 

Consumers'  Mutual  Aid  Guild,  100 
Consumers'    Wholesale    Supply    Com- 
pany, the,  34 
Cooksville,  Farmers  Co-operative  Store 

of,  33i 
Co-operation,  280 

Co-operation:  ability  to  survive,   280; 
claims  to  superiority,   277-94;  com- 
parative costs,   277-78;   competition 
with   chain    stores,    279-80;    factors 
which    favor    development,    295-99; 
limitations,  5,  299-302;  plan  for  de- 
velopment of,  303-n;  principles  of 
Rochdale,  2 
Co-operative  Commonwealth,  The,  176 
Co-operative  Consumer,  The,  393 
Co-operative  control  and  operation,  297 
Co-operative  Defense  League,  the,  165 
Co-operative  development:  factors  fav- 
oring, 295-98;  factors  limiting,  299- 
302;  periods  of,  9-13;  plan  for,  303-n 
Co-operative    education    in    America: 
controversies  in,  394-98;  development 
of,  393;  early  efforts  in,  392;  work  of, 
399;  see  also  Central  State  Co-opera- 
tive Wholesale   Society,   educational 
activities 
Co-operative  enthusiasm,  296 
Co-operative     enterprises :    accounting 
and  auditing  of,  253-57;  aims  of,  286- 
87;  capital  of,  268-70,  301-2,  305, 307; 
claims  to  superiority  of,  277-94;  com- 
petitive situation  of,  266-67;  finan- 
cial standing  of,  270;  location  of,  252; 
meetings  of,  247-50;  membership  in, 
246-51;  nature  of,  244;  purchase  and 
sales  policies  of,  258;  social  and  edu- 
cational activity  of,  264 
Co-operative  League  of  the  U.S.A.,  the, 

42,  46,  81,  121,  124-25,  393-99 
Co-operative  Merchants  Company,  22 
Co-operative  movement:   extent  of,  2; 

nature  of,  1 
Co-operative  News,  The,  118 
Co-operative  Service  Corporation,  13 
Co-operative  societies:  accounting  and 
auditing  of,  215-18;  causes  of  failure 


of,  239-41;  control  of,  201-6;  credit 
policies  of,  212-14;  effect  of  unem- 
ployment on,  227-28;  financial  poli- 
cies of,  206-18;  human  element  in, 
222-26;  limitations  through  union 
attachments  of,  231-33;  marketing 
policies  of,  234-37;  organization  plan 
for,  309-10;  personnel  policies  of, 
218-22;  problems  of  unemployment 
and  migration  of,  226-30;  propa- 
gandist spirit  in,  237-39;  redemption 
of  shares  of,  214-15;  relation  of 
unions  with,  230-33 
Co-operative  Society  of  America:  ac- 
tivities of,  186-91;  decline  of,  176-93; 
organization  of,  171-76;  sales  plan  of, 
172-74;  table  showing  investments  of, 
187;  work  of  receiver  of,  180-90 
Co-operative   Society  of   Illinois,    the, 

36-37 
Co-operative  Union  of  America,  the,  22 
Corn  Belt  Farmers'  Movement,  12 
Coulterville,  Just  Right  Store  of,  332 
Cowden,  Equity  Cash  Exchange  of,  332- 

33 
Credit,  259-60 
Critchley,  Joash,  39,  238 
Cummings,  Edward,  21-22 

Danville,  Union  Co-operative  Associa- 
tion, 333-35 
Dare,  E.  L.,  32 
Data  sheets,  407-12 
Doyle,  J.  P.,  129  f. 
Drayton,  C.  O.,  137 

Earle,  W.  H.,  16 

Earnings:  methods  for  distribution  of, 
305-8;  method  of  division  of,  306-7 

Edwardsville  Co-operative  Society,  335- 

36 
Edwardsville,     LeClaire     Co-operative 

Society,  20 

Farina  Farmers'  Co-operative  Store, 
336-37 

Farmers'  co-operatives:  years  of  organ- 
ization of,  282 
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Farmers'  Educational  and  Co-operative 
Union  movement:  aims  of,  130;  be- 
ginnings of,  32-33;  economic  activi- 
ties of,  134-36;  social  and  educational 
development,  130-34;  table  showing 
operation  of  stores,  135 

Farmers'  Equity  Union  movement: 
purpose  of  the,  137;  reasons  for  finan- 
cial success  of,  138 

Farmer-Labor  Exchange,  Chicago,  the, 
150-51 

Farmers'  stores,  247-73 

Farmington  Co-operative  Society,  337— 
38 

Farrington,  Frank,  231-32 

Fitzpa trick,  John,  120 

Forest  City  Co-operative  Association, 
338-39 

Forest  City,  Mason  Co-operative  Store 
of,  339 

Fraud  and  co-operation,  289 

Fruitvale  Grocery  and  Market  Co.,  169 

Galesburg  Co-operative  Society,  339-41 

Georgetown,  Union  Co-operative  Asso- 
ciation of,  342 

Gentle  vs.  Parker,  1 79 

Gillespie  Co-operative  Society,  342-46 

Gleaners,  the,  11 

Gleaners'  stores,  33 

Glen  Carbon,  co-operation  in,  24,  71 

Glen  Carbon  Co-operative  Society,  346- 
48 

Granger  period,  the,  14-16 

Grangers,  10 

Great  Western  Securities  Corporation: 
operations  of,  181-85;  organization 
of,  172;  table  showing  condition  of, 
184 

Group  action,  299 

Guaranty  Reserve  System,  198 

Hawkenson,  N.  A.,  168 

Herrick,  Farmers'  Equity  Exchange  of, 

348 
Herrin,  co-operatives  in,  24,  51-52 
Herrin,  Union  Supply  Assoc,  of,  349-51 


Higgins,  Martin,  195 

Hillsboro    Co-operative    Society,    257, 

265,  273 
Hillsboro,    Schram    City    Co-operative 

Society  of,  351 

Hookdale  Equity  Exchange,  351-52 
Hoskins,  Frank,  192,  193 
Huggins,  Walter,  29 

Illinois  co-operative  societies  in  opera- 
tion, October  1,  1923:  list  of,  401-12; 
map  of,  Frontispiece 

Illinois  co-operatives:  adequacy  of  ac- 
counting and  auditing  systems  of, 
253-57;  advertising  of,  261;  attend- 
ance at  meetings  of,  250;  capital  of, 
268;  comparison  of  private  stores 
with,  275;  competitive  situation  of, 
267;  dates  of  organization  of,  248; 
financial  standing  of,  270-75;  fre- 
quency of  meetings  of,  249;  goods 
handled  by,  245;  list  of,  401-6;  loca- 
tion of  stores  of,  252;  membership  in, 
246;  membership  changes  of,  251; 
origin  of,  246;  purchase  and  sales 
policies  of,  258-64;  redeemability  of 
shares  of,  270;  size  of  towns  in  which 
located,  253;  social  and  educational 
activity  of,  264-66;  transferability  of 
shares  of,  269 

Illinois  farmers'  movement,  12 

Illinois  State  Co-operative  Society,  12 

Illinois  State  Federation  of  Labor,  100 

Illinois  union  enterprises:  advantages 
of,  157-58;  activities  of,  155-57;  dis- 
advantages of,  158-59; 

Inter-Church  World  Movement;  aid  to 
National  Co-operative  Association, 
in 

Industrial  fluctuation  and  co-operation, 
287 

Interest  rates,  271,  305,  308 

International  Co-operative  Alliance,  20 

Johnston  City  Co-operative  Association, 

352 
Johnson,  Swan  M.,  116 

Keokuk,  Iowa,  Consumers'  Supply  Co. 
of,  11 
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Kennedy,  Dr.  G.  L.,  28,  226,  238 
Kincaid  Co-operative  Society,  352-53 
Kinmundy,  Farmers'  Co-operative  Mer- 
cantile Co.  of,  353 
Knights  of  Labor,  10,  18-20 

L.  C.  Mercantile  Co.,  134,  259,  331 
Labor  conditions,  291-92,  299,  300 
Ladd  Co-operative  Society,  353-54 
Lake   View    Co-operative   Association, 

Chicago,  143 
Landis,  Judge,  169 
Landry,  E.  N.,  121-22,  126 
LeClaire     Co-operative     Society,     Ed- 

wardsville,  20 
Leonard-Morton  and  Company,  194-96 
Livingston  Co-operative  Society,  354-55 
Lowrie,  C.  F.,  116-28 
Loyalty,  293 

MacDougal,  E.  D.,  71 

Map,  Frontispiece 

Marion,  Union  Co-operative  Association 

of,  355-56 
Mark  Co-operative  Society,  356 
Marysville  Co-operative  Society,  356-57 
Mascoutah,  Producers'  and  Consumers' 

Co-operative  Assoc,  of,  357-58 
Matherville  Co-operative  Society,  358- 

59 
McDonald,  Duncan,  28,  32,  $5,  36,  43, 

53,  104,  120,  125,  222-23,  226,  395 
McKechan,  Robert,  39,  47,  53,  81,  119, 

232,  225,  232 
Melton,  LeRoy,  139 
Mid-West  Advertising  Company,  170 
Miners'  Co-operatives,  years  of  organi- 
zation of,  281 
Miners'  movement,  the,  34-35 
Miners'   stores,    155;   see  also   Central 
States  Co-operative  Wholesale  Soci- 
ety 
Moerth,  Peter,  28,  97-98,  374 
Monopoly  and  co-operatives,  291 
Momence  Co-operative  Society,  359 
Mount  Olive  Co-operative  Society,  360 


National  City  Bulletin,  the,  227 

National  Consumers'  Co-operative 
Assoc:  background  of,  103-5;  efforts 
at  promotion,  n  7-19;  failure  of  the 
organization,  120-25;  methods  of  con- 
trol, 120;  starting  of  the  chain-store 
plan,  1 14-17 

National  Co-operative  Association:  con- 
vention of  1920,  110-11;  failure  of, 
112;  financial  statements  of,  391; 
formation  of,  105-7;  lessons  to  be 
learned  from  failure  of,  11 2-1 3;  opera- 
tions in  Chicago,  108-9;  operations  in 
the  New  York  District,  107-8;  rela- 
tions with  the  Co-operative  League, 
396-98;  wholesaling  in  Seattle,  108 

National  Co-operative  League,  23 

National  Federation  of  Co-operative 
Associations,  128 

National  Society  of  Fruitvalers,  the, 
166-70 

National  Tea  Company,  169,  186 

Nelson,  N.  O.,  10,  20-21,  238 

Nelson  Co-operative  Movement,  the, 
20-22 

New  Majority,  The,  1 79 

New  Windsor  Co-operative  Company, 
360-61 

Nokomis,  Union  Co-operative  Associa- 
tion of,  361-62 

Nooning,  W.  W.,  107 

North  Chicago,  Waukegan  and  North 
Chicago  Co-operative  Association, 
362 

Numnivuori,  John,  81 

Objectives  of  co-operative  movement, 

303-4 
Odin  Co-operative  Assoc,  363 
Organization  plan  for  co-operatives  309- 

n 
Orr,  William,  89,  90 

Pacific  Coast  League,  396-97 

Palatine  Commercial  Corporation  (Chi- 
cago), 143 

Pana  Co-operative  Society,  364-65 

Panama,  Union  Co-operative  Assoc  of, 
363-64 
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Parker,  Harrison,  12,  163-65,  167-68 

Patrons  of  Husbandry,  10,  14 

People  Life  Insurance  Co.  (Chicago), 
189 

Percy  Co-operative  Store,  364 

Perky,  Scott  H.,  40,  42 

Pinckneyville,  Farmers  Co-operative 
Store  of,  365-66 

Pinckneyville,  Beaucoup  Farmers'  Co- 
operative Store  of,  365 

Pittsburg  Equity  Exchange,  366 

Pontiac,  Illinois  Farmers'  Co-operative 
Assoc,  of,  366-67 

Purchase  dividends  on  capital,  307 

Purchase  and  sales  policies:  advertising, 
261;  credit  and  delivery,  259-60; 
wholesalers,  258 

Quincy  Co-operative  Society,  367 

Railwaymen's   co-operatives,   years   of 

organization,  281 
Ramsey  Co-operative  Store,  367-68 
Richland,  Co-operative  Elevator  Com- 
pany of,  368 
Ridge  Farm  Co-operative  Company,  368 
Right  Relationship  League,  10,  22-24 
Risk-bearing  and  co-operation,  291 
Riverton  Co-operative  Society,  368-70 
Roanoke,  Union  Co-operative  Associa- 
tion of,  370 
Rochdale  Pioneers,  1,  2 
Rochdale  Wholesale  Co.,  186-88 
Rockford  Co-operatives,  370 
Roseland  Co-operative  Association,  143 

145-48 
Royal  Arsenal  Society  of  Woolwich,  154 
Royal  ton,  Union  Supply  Assoc,  of,  371 

Salch,  L.  J.,  226 

Salesmanship  and  co-operatives,  290 

Scanlan,  Judge  Kickham,  177 

Schaefer,  John  R.,  75,  80,  89,  90 

Sercombe,  Paul  H.,  123 

Sesser  Co-operative  Society,  210-11 

Shanks,  Roy,  223,  224,  226,  238,  333-35 

Sharpe,  W.  C,  75,  216,  218,  231 


Shaw,  J.  H.,  19 

Sjodin,  John  C,  28,  32 

Sparta  Co-operative  Society,  372 

Sparta,  Ideal  Co-operative  Assoc,  of, 

372 
Springfield  Plan,  16-17 
Spurious  co-operatives,  165,  167-68 
Social    and    educational    co-operative 

activity,  264-66 
Socialist  movement,  The,  28-32 
Sovereigns  of  Industry,  the,  10,  16-18 
Staunton,  Union  Supply  and  Fuel  Co. 

of,  372-76 
Steeleville,  Buchanan  Supply  Co.  of,  376 
Store  arrangement,  262-64 
Streator  Co-operative  Supply  Store,  19 
Stronghurst,      Farmers'      Co-operative 

Store  of,  376-77 
Superiority  of   co-operatives,  bases  of 

claims,  4,  5 

Tanner,  D.  R.,  120 

Taylor  Springs,  Hillsboro  Co-operative 

Association  of,  377 
Thompson,  Carl  D.,  24,  28 
Tilden  Labor  Co-operative  Society,  307, 

378-79 
Tousley,  E.  M.,  27 
Tovey  Rochdale  Co-operative  Society, 

379-80 
Towers,  Al.,  100 

Trade  Union  Educational  League,  300 
Transfer  of  shares  and  redeemabili  ty , 

269-70 
Troy  Co-operative  Society,  380-81 
Troy  Milk  Products  Co.,  189 

Unemployment,  288 

Union    enterprises,    see   Illinois    union 

enterprises 
Union  Helper,  The,  134 
Union  labor  and  co-operatives,  291 
United  Consumer,  The,  99 
United  Mine  Workers,  District  No.  12,  5, 

32, 35, 38,  53,  57,  76,  86,  87,  90,  91,  93, 

98,  159,  230,  231 
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U.S.  Bureau  of  Labor  Statistics,  274-75 

Universal  Co-operative  Mercantile  As- 
sociation (Chicago),  142 

Universal  Trading  Society  (Chicago), 
n,  32,  142 

Urbana,  Engineers'  Co-operative  So- 
ciety of,  381 

Vera  Equity  Exchange,  381 

Villa  Grove  Co-operative  Society,  261- 

64,  382-83 
Virden  Co-operative  Society,  383-84 
Vitton,  Matthew,  229 

Walker,  John  H.,  28,  35,  36-38,  65-66, 

72-76,  78,  222-23,  226,  238 
Warbasse,  James  P.,  42,  65,  103-5,  I27> 

174,  223,  393-97 
Warinner,  A.  W.,  81,  82,  85-87,  95-102, 

223,  226 


Warner,  Amos  G.,  14 

Waste  and  co-operation,  290 

Watkins,  Gordon,  50 

Waukegan:  Co-operative  Trading  Co. 
of,  384-85;  Lithuanian  Co-operative 
Trading  Corporation  of,  386 

Weber,  Martin,  107 

Wheaton  Progressive,  The,  174 

Wilkins,  George  H.,  192 

Wills,  C.  F.,  122,  125,  126 

Wisconsin  Bureau  of  Labor  and  Indus- 
trial Statistics,  25,  26 

Wisconsin  Pea  Canners  Assoc,  189 

Witt  Co-operative  Society,  386-87 

Workers'  stores,  247-73 

Workmen's  Co-operative  Mercantile 
Assoc.  (Cicero)  143,  148-49 

Zeuch,  W.  E.,  118 
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